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I NT RODUCT I ON 

On July 2 4 , 1 9 7 3 ,  the  Nat ional P e trol eum Counc i l  approved and 
t r ansm i t t ed to the S e c r e ta ry of the I nt e r ior an I n t e r im Repor t 
e n t i t l ed Emergency Preparedness for Interruption of Petroleum Im­
ports into the United States. Th i s  repor t i s  a suppl ement to the 
July I nt e r im Report and has b e en prepared expr es s ly to repor t the 
f i nd i n g s  and r e commendat ions of t he Nat ion a l  P e t roleum Counc i l  
wh i c h  are  app l icab l e  to t h e  interrup t ion o f  p e trol eum impor t s  cur­
r e n t l y  b e ing expe r i enc ed  by t he Un i t e d  S t a t e s . 

When t he Honora b l e Rog e r s  C .  B .  Morton , S e c r e tary of the 
I n t e r ior , wrote  to the Na t ional P e t rol eum Counc i l  r e que s t ing an 
analys i s  of the Nat ion's ab i l i ty to re spond to a den i a l  of im ­
por t e d  p e tro l e um ,  hypothe t i c a l  "s tudy" ca s e s  were pr e s c r i b e d  ( s e e  
r e que s t  l e t t e r s , Appendix  A ) . Respon s ive to the S e c r e tary ' s re­
que s t , the s ix c a s e s  s hown i n  the tabu l a t ion b e low were cho s e n  
for con s i d e r a t ion : 

1mport I nt e rrupt ion C a s e s  Cons i de r e d  

P er iod of 
D a t e  of Volume I nt e r rup t ion 

I n terrup t ion (MMB/D) * (Days ) Typ e o f  Import 

1/1 / 7 4 1 . 5  9 0  Crude 
6 0/4 0 Crud e/Produc t 

3 . 0 1 8 0 Crude 
6 0/4 0 Crud e/Product 

1 /1 / 7 8  3 . 0 1 8 0 Crude 
6 0/4 0 Crude/P rodu c t  

* Mi l l ion s o f  4 2 -g a l lon barr e l s  per  day . 

By l e t t e r  dated Oc tob e r  2 6 , 1 9 7 3 , the Honora b l e S t ephen A .  
Wake f i e l d ,  As s i s tant S e c r e t a ry o f  the I n t e r ior - - Minera l s  and 
E n e r gy , wrote to the Counc i l  as fo l lows : 

"One of the s c e nar ios o f  the Nat ional P e t rol eum Counc i l's 
Emerg ency P r e p a r e dn e s s  S tudy cons i d e r s  a maj or i n t e r ­
rup t ion in fore i gn o i l supp l i e s  to the Un i t ed  S t a t e s  as 
of January 1 ,  1 9 7 4. 

" Though th i s  phas e o f  you r  S tudy i s  n e a r i n g  comp l e t ion , 
re c e n t  events h ave adde d new urgency to th i s  s c en ar io� 
There fore , I ask  that  you qu i ckly draw toge the r the work 
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you have acc omp l i s hed r e gard ing a Janua ry 1 ,  1 9 7 4  supply 
i nte r ruption and submi t  it to th e Department o f  the I n ­
ter i o r  a t  the e a r l ie s t  p o s s ib l e  date . "  

Thi s  Suppl emental I nte r i m  Rep o r t ,  the r efo r e , i s  intend ed to 
amp l i fy and exp and upon the analys e s  o f  a 1 9 7 4  inter ruption c o n ­
ta ined i n  the Ju ly I nte r im Report . Th i s  r eport i s  p r e p a r e d  by 
e n e r gy i ndus try expe rts w i th the s i nc ere  purp o s e  of a i d ing both 
government and indus try in e f fo rts to a l l eviate the e f fe cts o f  
the curr ent inte rrupti on and to cope  with the curr ent c r i s i s  at 
hand (s e e  Appendix B fo r a l i s t of memb e r s  of the Comm i tte e and 
i ts Sub c omm itte e s ) . I t  sho u l d  be  empha s i z ed that th i s  do e s  not 
r ep r e s e nt the f ina l or comp l e te d i s cus s ion of the 1 9 7 4  c a s e s , 
o n l y  a c ompend ium o f  r e s u l ts o bta ined to date . The f inal  repor t 
wi l l  b e  c omp l eted as  s o o n  a s  po s s ib l e . 

P r i o r  to the curr ent Middl e E a s tern c r i s i s , the Un ited State s 
aver a g e  1 9 7 3  r e f ined p etro l e�m p ro duct demand was pro j ected to b e  
1 7 . 7  m i l l i o n  b arr e l s  p e r  day . O f  thi s  vo l ume , over 3 5  per cent 
was e i th e r  d i r e ctly impo rte d o r  manufactured in the Uni ted State s  
from impo r ted c rude o i l . As a perc ent o f  tota l ene r g y  r e qui r e ­
ments , the Un ited State s wa s dependent upon fo r e ign petro l eum for 
1 7  p e r c ent of i ts energy . 

But th i s  has not a lways b e en the ca s e . Up unti l 1 9 6 7 , the 
Un i ted S tate s had suff i c i ent r e s e rve o r  spare petr o l eum pr oduc ing 
c apac ity to mo r e  than c omp ens ate for a l o s s  in imports ava i l ­
ab i l i ty .  The Nati on ' s  r e s e rve  produc ing c apac i ty ha s now b e en 
exhau s ted , and in the s ho r t - te rm dome s tic  petr o l eum s e l f - suff i c i ency 
c anno t b e  r e g a ined . 

I n  1 9 7 0, about 3 . 4  o f  the 1 4 . 9  m i l l ion barr e l s o f  p e trol eum 
r e qu i r e d  each day in the United S tate s was imp o rted . A numb er o f  
facto r s  have combined to a l mo s t doub l e  the import vo lume over the 
l a s t  thr e e  year s : 

• S ta gnation o f  dom e s tic  c rude o i l  production rate s 

• Dec l ine o f  domes ti c  natural g a s  production 

e D e l ays in p l anned comp l etion and operation o f  nuc l ear 
powe red e l e c tr i c  uti l i ty p l ants 

• Techno l o g i c a l  d i f f i c u l ti e s  with th e deve l opment o f  sul fur 
c ontr o l  equ ipment f o r  c o al and o i l  burn ing equ i pment 

• Rap i d  upturn o f  e c onom i c  acti v i ty ,  and 

• Env i ronmenta l and s a f e ty r e l ated e qu ipment on mo to r  
veh i c l e s . 

I n  comb ination , the s e  facto r s ,  i n  add i ti o n  to normal growth 
in p etro l eum r equ i r e ments , fo r c e d  demand up 2 . 8 mi l l ion b a rr e l s  
p e r  day over the 1 9 7 0  l eve l . The c r itical  a s p e c t  o f  th i s  growth 
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is the fact that al l o f  the inc r ea s e  c ame from f o r e ign - - pr imar i l y  
Middl e E a s te rn - - p etro l eum r e s e rve s . Midd l e  E a s tern countr i e s  
p o s s e s s  6 3  p erc ent o f  the tota l non - Communis t wo r l d  c rude oil re ­
s erv e s , and the p ro duction from the s e  r e s erves curr ently rep r e ­
s ents 4 2  p er c ent o f  that in the non - Communist wo r l d . 

W i th th e resumpti on o f  ho s tiliti es i n  th e Mid d l e  E as t  on 
O c tob e r  6 ,  1 9 7 3 ,  Arab oil b e c ame a dip l omatic and e conomi c is sue. 
S in ce th at time , p r i c e s  nearly doub l ed , s hipments we re d i s rupte d , 
p ro duction was cut b ack  and emb argoes  we re enacte d . The Committe e 
e s timate s that by  the end o f  the year , the net e ffect upon U . S .  
p e tr o l eum s up p l y  wil l r e ach 3 mil l ion barr e l s  p e r  day or  1 7  per ­
c ent o f  the 1 9 7 3  dome s tic demand for  p e tr o l eum p r o du c ts . A r e­
duc tion of this ma gnitude wil l have s e r ious r e p e r cu s s ions upon the 
U . S .  economy un l e s s  the United S tate s immediate l y  d eve l op s  and 
impl ements a national p r o gram to inc r e a s e  supp l ie s  and r educ e 
energy consumptio n on an emerg ency ba s i s . This should b e  accom ­
p l is hed with in a framewo r k  o f  min imum impact o n  the economy . 

The immediate prob l ems o f  r ea liz ing the p otenti a l s  o f  con ­
s ervati on , curta i lment and fuel sub s tituti on a r e  b o th adm i n i s tr a ­
tive and l o gis ti c . *  Remain ing avail a b l e  energy supp l ie s  and the 
r e sults o f  savings  from energy c o n s e rvati on mea sures  wil l not b e  
evenly d i str i buted throughout the country . Howev e r , pro p e r l y  
conc e ived and admin i ste r e d  a l l o c ation p r o g rams wil l h e l p  re ­
d i s tribution g r e a tl y . I n  addition , if the fue l  supp l i e r s  are  
a l l owed eme r g ency f l ex ib i l ity and d i s tr ibuti on pr i o r i tie s ,  the 
impacts o f  the denial w i l l  b e  min imi z ed .  

Ove r  the l onger te rm , the Un i ted State s mus t  deve l o p  an 
energy s e l f-su f ficiency wh i c h  wil l not a l l ow the Nati on to b e  
vulne rab l e  to an imp o r ts i nterruption again . Dome s ti c  energy re ­
s o urc e s  are mo r e  than ade quate to meet th i s  g o a l , b ut a nati ona l 
g o a l  mus t  b e  s et to deve l op them . Only through a c o he rent and 
c o h e s ive Nationa l Energy P o l i cy c an we avo i d  a r ep etition of the 
inconveni enc e and hardship fac i ng the United S tate s to day and in 
the months ahe ad . 

* See  Append i x  C f o r  a d i s cu s s ion o f  curr ent and prop o s ed 
a dmini s trative and l e g a l  authorit i e s  to c o p e  with the curr ent 
s ituation . 
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F I ND I NGS AND CONCLUS I ONS 

Th i s  Supp l ement a l  Rep o r t  repre s en t s  the f i r s t as s e s s ment by 
the N a t ional P e t ro l eum Council ' s  Comm i t t e e  on Emerg ency P r epared ­
n e s s  o f  the impact o f  the current den i a l  o f  Midd l e  E a s t e rn o il on 
the energy p o s ture and economy of the Un i t ed  S t a t e s . The magn i ­
tude and abruptne s s  o f  the o i l  denial , the ful l imp act o f  wh ich 
w i l l  b e  fel t in the next few we eks  and mo nths ahe ad , p l ace the 
Na t ion in an extreme l y  precar i ous s i tuat i on . 

F I N DINGS  

The  Nat ional P e t ro l eum Counci l ' s  Comm i t t e e  on Eme r g ency P r e ­
par edne s s  subm i t s  the f o l l owing f ind ing s : 

The Un i t ed S t a t e s  Energy Supply S i tuation was Tenuous Even B e fo r e  
the Arab Emb argo.  

Even prior to the Midd l e  Ea s t  co nf l ict wh i ch b e g an on 
Octob er  6 ,  1 9 7 3 , and the sub s equent emba rgo o f  Arab o i l to the 
Un i t ed S t a t e s , th i s  N a t ion wa s faced w i th an energy cr i s i s . I n  
a dd i t ion to decr e a s ing product ion o f  energy raw ma t e r i a l s , re ­
f i ner i e s  we re runn i ng at max imum r a t e s , invento r i e s  were be ing 
drawn down and ove r a l l energy suppl i e s we r e  short . Manda tory 
a l l o ca t ion pro grams we r e  a l r eady in e ffect in an a t t emp t to ensure 
equitab l e  d i s tr ibu t i on of suppl i e s . 

P r imary invent o r i e s  o f  g a s o l ine, d i s t i l l a t e s  and he avy fuel 
o i l , the thr e e  ma j o r l i qu i d  pe tro l eum fue l s , we re 7 1  mi l l ion 
bar r e l s  b e low no rma l as of Octo ber 2 6 , 1 9 7 3 . Crude o i l s to cks 
were 14 mi l l ion b a rr e l s b e l ow norma l . 

The Un i t ed S t a t e s  Has Al l owed I t s e l f to B e come C r i t ica l l y  Dependent 
Upon Fo r e i gn Supp l i e s . 

The Uni ted  S t a t e s  ha s no t deve l op e d  i t s  own abund ant na tura l  
r e s ource s and ha s a l l owe d i t s e l f  to b e come cr i t i cal ly  dependent 
upon impo r t s . Dom e s tic crude pro duct ion co nt inue s to decl ine and 
natural gas  p r o duct i o n  has p e aked out . Nuclear  p l ants  are no t 
b e ing comp l e t e d  as  r ap i d l y  a s  s chedul ed o r  ant i cipa ted . The use  
o f  co a l  has b e en d e p r e s s e d becau s e  of  env i ronmental and o ther 
r e a sons . S t r ip m i n i n g  r e s tr i ct i ons contr ibute to the l im i t a t i o n  
o f  co a l  supp l i e s . O i l  and g a s  r e s erves d i scovered on the No rth 
S l ope  of  Al a s k a  and o ff s hore C a l i forn i a  5 year s ago  are  s t i l l  un ­
tapped as env i ronment a l  consi d e r a t i ons immo b i l i z e  t h e i r  deve l op­
ment . *  Highly pro sp ect ive o ff s ho r e  acr e a g e  on the co nt inent a l ·  
shel ves o ff o u r  co a s t s  have not b e en made avai l a b l e in a t ime l y  
manner . Natural ga s p r i ces have b e en depres sed to abnormal ly l ow 
l eve l s  under F P C  r e gul ati o ns . O i l  sha l e  devel o pment has been de ­
layed by  l ack o f  an e f f ect ive feder a l  l eas ing po l icy . 

* The s e  r e s e rv e s  t o t al ab out 10.5 b i l l i on ba rre l s  o f  o i l  and 
27 t r i l l ion cub i c  f e e t  o f  gas . 
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The s e  and other  facto r s  have  d i s c ouraged the deve l opment o f  
U. S .  natural r e s our c e s  and caus ed the country to b e c ome cr itical ly 
de pendent upon f o r e i gn impo rts of o i l  and g a s .  Dur ing the f i r st 
qua rte r 1 9 7 3 , imp orts repres ente d 3 5  p e r c ent o f  U . S .  p e tro leum 
supp l ie s  and we re g r owing rap id l y . Had the Arab emb a r g o  not 
o c curred , imp o rts wou l d  have reached 7 . 4  m i l l ion b a r r e l s  per day , 
o r  3 9  p e r c ent o f  U . S . pe tro l eum supp l i e s  by the f i r s t  qua rte r of 
1 9 7 4 . 

Wha t  Has  Happended to F o r e i gn Supp l ie s  

Fo l l owing the outb reak o f  war b e tween I s r a e l  and the Arab 
c ountr ie s on Octo b e r  6 ,  1 9 7 3 , the Un i ted State s was cut o f f  from 
c rude  and pr odu c t  sup p l ie s  c oming from Arab sour c e s .  The in iti a l  
imp a c t  wi l l  b e  in the o rder o f  2 m i l l ion b arr e l s  p e r  day and i s  
exp e cted to incr e a s e rap id l y  reaching 3 m i l l i on barre l s  p e r  day 
by year - end . 

I n  additi on to d i rect embar g o e s  aga ins t sh ipme nts to the 
Un ited S tate s , the Arab c ountr i e s  hav e  r e duced tota l p r o ducti on by 
5 to 6 m i l l i on b ar r e l s  per day r e sul ting in wo r l d s ho rtag e s  of 
p e tr o l eum supp l i e s , thus b r i nging wo r l d  p r e s sure on the Un ited 
S tate s to moderate its p o s ition o f  s upport for I s rae l . 

T im ing of the Imp a c t  Wi l l  Be D e l ayed 

The impact o f  th e s e  den i a l s  is  d e l ayed b e c aus e i t  ta kes  
about one month for  a tanker , hav ing b e en l o aded in the M i d d l e  
E a s t ,  to reach the Un ited State s . S econd ly , a l r eady c r iti cal ly 
short invento r ie s n e e d e d  for th i s  winter s e a s on are be ing dr awn 
down to temporar i ly to m e et consume r demand . 

What Wi l l  Happen I f  No Emergency Actions Are Taken 

I nvento r i e s  w i l l  be dep l ete d e a r l y  in the f i r s t  qu arter o f  
1 9 7 4 and the petr o l eum indu s try wi l l  n o  l ong er b e  ab l e  to prov ide 
the supp l ie s  needed . Shortag e s  in the thr e e  maj or p r o duc ts , 
g as o l ine , d i s ti l l ate s and heavy fue l  o i l , wi l l  av erag e 2 5  pe rcent 
dur ing the f i r s t  qu arter o f  1 9 7 4 . Heavy fu el  o i l shortag e s  wo uld 
ave rag e 38 pe rc ent on a U . S .  bas i s  and c o u l d  r e ach 49 p e r c ent on 
the E a s t  C o a s t. 

The e ff e c t  o f  shortag e s  o f  th i s  magn i tude on th e e c onomy i s  
d i f f i c u l t  to e s timate . O n  a cons ervative b as i s , th e e f f e ct o f  a 
2 - m i l l i o n - b ar r e l -p e r-d ay cuto f f  has b e en e s timated to c aus e an 
annu a l  l o s s  o f  4 8  b i l l i on do l l ars  to the U . S .  e conomy as measured 
by  the G r o s s  Nati onal Produ c t .  Th i s  s l ow-down in th e e c onomy 
wou l d  c au s e  unemp l oyment to inc r e a s e  from the curr ent 4 . 5  to 5 . 0  
p e r c ent l eve l to over 6 p e r c ent . The p ro j e cte d 3 -m i l l i on - b a rr e l ­
p e r - day cuto f f  wou l d  have an even g r e ater impact and c ou l d  push 
un emp l oyment up to the 7 . 5 to 8 . 0  p e r c ent rang e . 

6 



I t  I s  Cr i t i c a l ly Impor t ant That Eme rgency Ac t i on Be  T aken 
I mme d i at e ly. 

I n dus try norma l ly draws down invent o r i e s  a t  the rate  of about 
1 m i l l i on b ar r e l s p e r  day to meet c ons umer n e e ds in the fi r s t  
qu a r t e r  o f  the year . I f  ava i l ab l e  invent o r i e s  a r e  dep l e t e d  be fore 
the end o f  the ye ar , the 1 m i l l i on b arr e l s  per day o f  supp l ie s  
f r om inven tory wi l l  n o t  b e  ava i l ab l e . When c omb ine d w i th the 3 -
m i l l i on - b ar re l - p e r - day imp o r t  cutof f , a 4-m i l l ion - barre l - p e r - day 
s ho r tage  wou l d  be c r e a t e d  and an even mo r e  s e r i ous  s i tuat i on 
wou l d  deve l op . 

F o r  the s e  r e a s ons , i t  i s  impe r a t ive that eme rg ency a c t i on b e  
t a ken imme d i a t e l y  s o  that ava i l ab l e invent o r i e s  c an b e  conserved 
and u s e d  ove r a l ong e r  p e r i o d  o f  t ime . 

What Eme rgency Ac t ions  C an Be  Taken to I nc r e a s e  D ome s t ic Supp l i e s  

Unde r  eme r g ency cond i t i ons , add i t i on a l  d ome s t i c  energy sup ­
p l ie s  equival ent to about 7 0 0  thous and b ar r e l s p e r  day c an p o t e n ­
t i al ly be  provided th i s  w in t e r  i f  imm e d i a t e  a c t i ons are  taken . 
P o ten t i a l  supp l y  s ources  inc lude : ( 1) p r oduc ing the Naval  Pe tro­
l eum Re s e rve s at E l k  H i l l s , C a l iforn i a , a t  max imum rates  and 
t empo ra t i ly inc r e as ing c rude produc t i on above e s tabl i s hed f i e l d  
MER ' s  (Max imum E f f i c i en t  Ra te s ) , ( 2 )  inc r emen t a l  eme r g ency gas 
s a l e s  to indus t r i a l  cus t om e r s  now burn ing fue l  o i l  or di s t i l l a t e s , 
( 3 ) incre a s e d  e l e c t r i c  p ower supp l i es by acc e l erating the l i c ens ­
ing o f  a l r e ady cons truc t e d  nuc l e ar p ower p l an t s , and ( 4 )  incre a s e d  
u s e  o f  c o a l . 

T o  deve l op the s e  p o t en t i a l eme rgency sup p l ie s  w i l l  requ i r e  a 
w i d e spread c omm i tment on the p ar t  of indus t ry , F e der a l  and s t a te 
g ove rnment s ,  and the Ame r ic an p e op l e  in order  to ut i l i z e  a l l  
r e a d i ly ava i l ab l e  r e s ou r c e s . I n  some cas e s , enab l ing l e g i s lat i on 
i s  r equ i r e d . In almo s t  a l l  c a s e s , qu i ck and aggr es s ive act i on i s  
ne eded b y  both s t a t e  and F ed e r a l  gove rnment s . The resp e c t ive 
j u r i s d i c t i ons and au thor i t i e s  of s t ate o i l  and gas cons erva t i on 
b o d i e s  s hould b e  cont inu e d . 

Even i f  a l l  the above ava i l abl e eme rg ency sup p ly s t eps  are  
t a ken , a s i gnif i cant ne t shortage of  o i l w i l l  r emain . 

Wha t  Can Be Done About the Net  Short age 

The rema in ing net  s h o r t a g e  can on ly b e  c ov e r e d  by a reduct ion 
in energy u s e . Many vo lunt ary and manda t e d  energy c ons e rva t i on 
s t ep s  are cur r ent ly be i ng c ons idered ( includ ing s uch i t ems as a 
r e duc t i on of s p e e d  l im i t s , encouragement o f  c arp o o l ing , and a r e ­
duc t i on in a i r l ine fl i gh t s ) .  Wh i l e the s e  measures  are important , 
e s t ima t e s  ind i c a t e  th at t hey w i l l  ac c ount for  only about 5 0  pe r c ent 
o f  the net  sho r t ag e . 
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Man d a t ory r a t ion ing i s  the r e for e n e c e s s ary to a ccomp l i s h  r e ­
qu i r e d  r e duc t i on i n  u s e  and shou l d  b e  ins t ituted  imme d i a t e ly . 

A d i s t in c t  di fference shou l d  be drawn b e tween r a t ion ing and 
a l l oc at i on p r og r ams . Al l ocat i on p rog rams  shou l d  s e rve th e b a s i c  
fun c t i on of d i s t r ibut ing supp l i e s  ( or d i s t r ibut ing the shor t a g e ) 
throughou t th e marke t . Ra t i on ing , on th e ot he r hand , d ir e c t l y  
addre s s es a n d  h a s  th e p r imary fun c t ion of control l ing and cur ­
t a i l ing cons ump t ion in s e l e c t e d  produ c t s . 

Whe re Shou l d  C ons umpt ion Be Cut 

The Nat i on mus t e s tabl i s h  p r ior i t i es and d e t e rmine whe re cu ts  
in demand s hou l d  be  made . On the one hand , pr i or i ty c an b e  g iven 
the ind i v i du a l  consumer; on the oth e r  hand , pr ior i ty c an be g iven 
indus try . 

The C omm i t t e e  b e l ieves that the f i r s t  r e duc t i ons  s hou l d  t ake 
p l ac e  in non c r i t i c a l  human cons ump t i on and l e s s  e s s en t i a l  i ndus ­
try a r e a s . H i gh pr ior i ty shou l d  b e  g iven to p rov i ding the fuel 
nee de d  by thos e indus t r i e s  mos t v i t a l  to the economy . C r i t ic a l  
human n e e d s  mu s t , of cour s e , r e c e ive  h i gh p r i or i ty . Howeve r , th e 
g ene r a l  pub l i c wou ld undoub te dly p r e f er some dis comfor t s  and i n ­
conven i e n c e s  t o  i d l e  p l an t s  and h i g h  unemp l oymen t . 

Mandatory rat ion ing of g a sol ine for p r ivate transpor t a t i on 
and of home he a t i ng oi l s  off e r  the oppor tun i ty for s i gni f i c an t  
r e duct ions  i n  p e t rol eum us e w i th m i n imum imp a c t  on the e c onomy . 
Pos s ib i l i t i e s  for comp arab l e  r e s i den t i a l  rat ion i ng of e l e c tr i c i ty 
an d natu r a l  g a s for res iden t i a l  he at ing shou l d  a l s o  b e  cons i d e r ed . 

CONCLU S I ONS 

In v i ew of the find ing s , the N a t i on has  no other shor t - term 
a l ternat ive e x c ep t  to take imme d i a t e  eme rg ency a c t i on to r e du c e  
i t s  cons ump t ion of energy a n d  incr e a s e  domes t i c  ene r gy supp l ie s . 
Wi th the g oa l of m i n imi z i ng the e ffe c t s  on e conom i c  a c t iv i ty and 
the Ame r i c an consume r ,  the N a t i on a l  P e trol eum Counc i l ' s  C omm i t t e e  
on Eme r g ency P r ep a r e dn e s s  s �bm i t s  the fol l ow i ng conc lus i on s : 

e I mme d i a t e  and de c i s ive ac t i on i s  nee ded by F e d e r a l  and 
s t a t e  g ov e rnme n t s  to m in im i z e  the de t r ime n t a l  e ff e c t s  
oc c a s i on e d  by the cur r ent energy c r i s i s . D e l ay to a c t  
w i l l  compound th e s eve r i ty of the s i tuat i on .  

* Bot h the F e d e r a l  Gove rnment and i ndus try shoul d immed i ­
a t e ly p r e s ent the fac t s  to the publ i c  and commence an 
edu c a t i on a l  p rogram throug h a l l  commun i c a t i ons  me d i a  to 
as s u r e  pub l i c  awa r ene s s  and to u r g e  consume r energy con ­
s erva t ion a t  a l l  l ev e l s .  
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e Gove rnment- indus try co operation i s  n e e ded at a l l  leve l s . 
The ope rations o f  the en e rgy indu s tr i e s  are extrem e l y  
comp l ex . The exp erti s e  ava i l abl e from p r iv ate indus try 
shou l d  be uti l i z e d  in an adv i s ory and op erational cap acity . 

• Nat ional economi c  health , emp loyment, p e r s o nal income and 
th e s tr ength of th e Nation ' s  de fens e sys tem depend up on 
ma inta i n ing norma l industr i al ope r ati ons . The r e fore , 
eve ry e f fort s hould be made to continue the oper ati ons o f  
the indus tr i a l s ector o f  th e U . S .  e conomy as cl os e to 
norma l as  p o s s i bl e .  

• The extent and endur ance o f  th e den i a l  o f  o i l imp orts to 
th i s  Nati on from the Middl e E a s t  i s  beyond the determ ina ­
ti on o f  th i s  C omm i ttee . Howev e r , the Un ited State s wi l l  
exp e r i ence an actual l o s s  o f  about 8 0  m i l l ion barre l s  o f  
o i l a s  a r e s u l t  o f  th e emba rgo to date . Even if the em­
bargo  were  l i fted at an early  date , cr iti ca l  sho rtag es 
wi l l  be enacted , and th e r e f o r e ,  the C omm ittee emphas i z e s  
that p r o g r ams and p o l i ci e s  menti o n e d  in th i s  r eport should 
be  in iti ated . 

e Any eme rg ency me asures enacted dur ing the curr ent den i a l  
shou l d  be unde rtaken with the cl e a r  p rov i s i on f o r  th e i r  
r emova l a t  the te rm inati on o f  th e den i a l and its after ­
e f f e cts . The Ame r i can system s hould continue to operate 
on a comp e titive , fre e - ente rp r i s e  ba s i s  and incr e a s e d  
gove rnment inte rvention for  eme rg ency purp o s e s shou l d  not 
be continue d upon th e ce s s ati on of th e emerg ency . 
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Chap t e r  One 

CURRENT S I TUAT I ON 

P RE-D EN I AL OUTLOOK 

P r io r  to the r es ump t i on of the Middl e E a s t  confl i c t  in early  
O c tober  1 9 7 3 ,  it  had  b een ant i c ip a t e d  tha t  p e tro l eum sup p ly and 
d emand in the Uni t ed  S t a t e s  woul d  be in very t enuous b a l an c e  dur ­
ing  the f i r s t  qua r t er o f  1 9 7 4 .  D e s p i t e  the forec as ted damp ening 
in ec onom i c  a c t ivi ty , p roduc t demands , p a r t icularly d i s t i l l a t e  
a n d  r e s i dual  fu e l  o i l s , were exp e c t e d  t o  cont inue the ir  vigo rous 
expan s i o n  o f  the p a s t  s everal  year s . W i t h  dome s t i c produc t ion of 
p e tro l eum l iqu i d s  d e c l i n ing s l i ghtl y ,  the p r e -denial supp ly/demand 
b a l anc e r e qu i r e d  the s c hedu l ing o f  sharp l y  inc r ea s e d  impo r t s  o f  
c rude o i l  qnd r e fined pro duc t s .  A comp ar i s on o f  the pr inc ipal  
p r e - de n i al sup p l y/demand c omponents  for  t he f i r s t  qua r t e r s  o f  1 9 7 3 
and 1 974 i s  s hown in Tab l e  1 .  

TABLE 1 

P RE-DEN IAL U.S .  PETROLEUM DEMAND AND SUPPLY 

1 s t  Quar t er 1 s t  Qua r t er 1 s t  Quar t e r  
1 9 7 3  1 9 7 4  P r e - o f  1 9 7 4 /7 3 

I t em Ac tua l MB/D denial  MB/D MB/D P e r c ent 

To tal Demand 1 8 , 4 8 8  1 9 , 7 7 4 +1 , 2 8 6  + 7 

I nvento r y  Chang e -7 9 5  - 1 , 0 4 0  -2 4 5  +3 1 

Requ i r e d  Supp l y  1 7 , 6 9 3  1 8 , 7 3 4 +1 , 0 4 1  + 6 

Dome s t i c  Produ c t ion 1 0 , 9 5 7  1 0 , 8 5 3  -1 0 4  - 1 

I mpo r t s : 
Crud e 2 , 9 2 4  3 , 6 7 2  7 4 8  +2 6 
P r o duc t s , e tc .  3 , 3 2 5  3 , 699 3 7 4  +1 1 

TOTAL IMPORTS 6 , 2 4 9  7 , 3 7 1  +1 , 1 2 2  +1 8 

O ther Supply* 4 8 7  5 1 0 + 2 3  + 5 

I mpo r t s  a s  a 9.: 0 o f  
Requ i r e d  Supp l y  3 5 % 3 9% 

* P ro c e s s ing g a in , o ther hydrocarbons , e t c .  
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T o t a l  d emand i n  the f i r s t quarter o f  1 9 7 4 ,  pro j e c t ed a t  19. 8 
m i l l i o n  barre l s  p e r  day , wou l d  b e  1.3 m i l l ion bar r e l s p e r  day o r  
7 p e r c ent g r e a t e r  than o n e  y e a r  ear l i e r .  I nventory drawdown , a 
s ea s onal  occurrenc e dur ing the f i r s t quar t e r , wa s proj e c ted to be  
2 4 5  thousand b a rr e l s p e r  day g r e a t e r  than in 19 7 3 . W i th required 
sup p l y  inc r e a s i ng a t  1 .0 mi l l ion barre l s  p e r  day and dome s t i c  
produc t ion dec l ining a t  0 .1 mil l ion barr e l s p e r  day , tot a l  r e ­
qu i red  impo r t s , a f t e r  a c c ount ing for p ro c e s s ing g a in , wer e  p l ac ed 
a t  7 .4 m i l l i o n  barr e l s p e r  day , an inc r e a s e  o f  1.1 m i l l i o n  barre l s  
p e r  day o r  18 p e rc ent over the 19 7 3  f i r s t qua r t e r  l eve l .  Thus , 
impo r t s  as a p erc ent o f  t o t a l  requ i r e d  sup p l y  wou l d  have r eached 
3 9  p er c ent . 

SOURCE OF I MPORTS 

Crude o i l imp o r t s  into the Uni t ed S t a t e s  dur i ng the f ir s t  
7 mon ths o f  197 3 a r e  s hown i n  Tab l e  2 .  I mp o r t s  from Organ i z a t i on 
o f  Arab P e t r o l eum and Exp o r t ing Count r i e s  ( OAP E C )  were in the 
o rder o f  8 0 0  thous and barr e l s  per day dur ing th i s  p e r i o d , the re­
m a i n ing requ i r ement s b e i ng made up pr imar i ly from Canada , Vene­
zu ela , N i g er i a , I ran and I ndone s i a. However ,  inc r ement a l  c rude 
o i l  to acc ommo date  rap i d l y  e s c al a t i ng imp o r t  r equi remen t s  dur ing 
the th ird  qua r t e r  had to be  schedul ed l arg el y from th e P er s i an 
Gu l f. For Novemb e r  1 9 7 3  impo r t s  from OAP E C  na t i ons we r e  o r i g in ­
a l l y  s c h edul ed t o  have b e en about 1 .2 m i l l i o n  barr e l s  p e r  day. 

P ro duc t impor t s  dur ing the f i r s t  ha l f  o f  1 9 7 3  are shown in 
Tab l e  3. Dur ing tha t p e r i o d ,  to tal pr oduc t impor t s  wer e  in the 
o rd e r  of 3 .0 mi l l i o n  b a r r e l s per day , cons i s t ing p r imaril y o f  
r e s i dual  and d i s t i l l a te  fue l o i l  r e c e ived from Vene zue l a  and the 
Car i b b e an area. I n  the third  quar ter , product impo r t s  l i kewi s e  
expand ed very rap i d l y  w i t h  inc re a s ing amoun t s , inc l ud ing gaso l ine , 
c oming from Wes t ern Europe r e f i ne r i e s .  F o r  the f ir s t  qua r t er o f  
1 9 7 4 , required  produc t impo r t s  were e s tima ted t o  reach 3 .7 mi l l ion 
barr e l s  per day. 

O I L  I MPORT DEN IAL S I TUAT I ON 

I n  mi d- Oc t o b e r  1 9 7 3 , the Arab na t i o ns announc ed a s e r i e s  o f  
c u t b a c k s  o f  o i l  expo r t s  to t h e  Un i t e d  S t a t e s  and to count r i e s  
supp l y ing r e fined p r o duc t s  t o  the Un i t ed S t a t es. The i n i t i a l  
e f f e c t  o f  the s e  den i a l s  i s  exp e c ted t o  b e  a n  imp o r t s  r e duc t ion o f  
about 2 . 0  mi l l ion b a rr e l s  p er day from p r e - denial  l evel s ,  con ­
s i s t i ng o f  1 .2 m i l l i o n  b a r r e l s  per day o f  c rude o i l and 0 .8 m i l ­
l ion b arre l s  p e r  day o f  p r o duc t s .  The imp a c t  o n  U.S. imp o r t  re ­
c e i p t s  wi l l  b e  de layed about 3 0  to 3 5  days from the d a t e  o f  denial , 
b e c aus e o f  the one - way s a i l ing t ime for tank s h i p s  carry ing c rude 
o i l  from Midd l e  E a s t l o ad ing p o r t s .  
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TABLE 2 

U.S . IMP ORTS OF FORE I GN CRUDE O I L  
(MB/D) 

Or i g in o f  Imp o r t s  Ju l y  1 9 7 3  

Canada 9 5 9  
Mex i c o  

TOTAL NORTH AMERI CA 9 5 9 

C o l omb i a  
E cuador 3 9  
Tr i n i dad 3 1  
Ven e z uela 3 9 2  

TOTAL CENTRAL & SOUTH AME R I CA 4 6 2  

TOTAL WESTERN HEM I SPHE RE 1 , 4 2 1 

OAP EC  Na t ions : 
Libya 
Al g e r i a  
Saud i Arab ia 
Abu Dhab i and Dub a i  
Other OAPE C  
TOTAL OAP E C  

Ango l a  
N i g e r i a  
Tun i s i a  

TOTAL OTHER AFRI CA 

I s r a e l  
I r an 
I nd ones i a  
Ma l ays i a  

TOTAL EASTERN HEM I S PHERE 

TOTAL WORLD 

Sour c e: U . S. Bur e au o f  Mines 

1 3  

1 1 6  
1 4 9  
6 4 4  
1 0 2  

3 6  
1 , 0 4 7  

6 0  
4 8 1  

7 
5 4 8  

2 2 9  
2 5 6  

2 , 0 8 0  

3 , 5 01 

Jan. -July 
1 9 7 3  

1 , 0 4 2  
1 

1 , 0 4 3  

2 
4 6  
5 7  

2 9 0  
3 9 5  

1 , 4 3 8  

1 4 2  
1 5 0  
3 9 2 

7 6  
59 

8 1 9  

3 6  
4 3 1  

1 7  
4 8 4  

2 
1 7 1 
1 9 5  

1 

1 , 6 7 2  

3 , 1 1 0  



1-' 
+:-

TABLE 3 

UNI TED STAT E S  IMPORTS OF  REF I NED PRODUCTS 
JANUARY - JUNE 1 9 7 3  

(MB/D) 

Moto r  D i s ti l l ate Res idua l 
Ar ea o f  Or i g in G a s o l ine Fuel O i l  Fuel  O i l  

North Amer i ca 1 4  1 0  9 3  

C entr a l  and South Amer i ca 6 3  2 4 0 1 , 5 8 9  - --

TOTAL WESTERN HEMI SPHERE 7 7  2 5 0  1 , 6 8 2  

We stern Europe  1 1  1 2 2  1 4 1  

OAP E C  Nations 2 1 1  4 5  

Other Midd l e  E a s t  4 - -

Other Afr i c a  - - 1 7  

Far E a s t ,  Etc . - - 7 

TOTAL EASTERN HEMI S PHERE 1 7  1 3 3  2 1 0  - --

TOTAL WORLD 9 4  3 8 3  1 , 8 9 2  

Other Tota l  
O i l s  Produc ts 

2 3 2  3 4 9  

2 8 8  2 , 1 8 0  --
5 2 0  2 , 5 2 9  

8 2 8 2  

2 9  8 7  

6 1 0  

- 1 7  

2 9  3 6  

7 2  4 3 2  --
5 9 2  2 , 9 6 1  



Announc ement s o f  add i t i onal Arab p ro duc t i on cutbac k p l us the 
s ec ondary e f f e c t s  of tho s e  cutbacks o n  the supp ly s i tuat ion in 
o ther na t ions l ead the Comm i t t e e to b e l i eve  that the Un i t e d  S t a t e s 
wi l l  b e  deni ed approx ima t e l y  3 mi l l i o n  barr e l s  p e r  day by the end 
o f  the year . Th i s  denial  is cons idered to be 1 . 8 m i l l ion barre l s  
p e r  day o f  c rude o i l  and 1 . 2 mi l l i on barr e l s  p e r  day o f  r e f i ned 
p roduc ts . As no ted  e a r l i e r , the  r e a l i ty o f  the  current denial  
c l o s e l y  par a l l e l s the  theo r e t ical  denial  s i tuation p o s tul a t e d  in 
t h e  S e c r e t ary o f  the I nt e r io r ' s  o r i g ina l r e qu e s t to the  Na t i ona l 
P e t r oleum Counc i l ' s  Comm i t t e e  on Eme rgency P r epar edne s s . 
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Chap t e r  Two 

I MPACT OF I MPORT I NTE RRUPT I ON ON SUPPLY/DEMAND BALANCE 

A 2 .0 to 3 .0 mi l l ion B/D imp o r t  d i s rup t i on imp o s e d  upon an  
a l r e ady t i ght supply s i tua t i on in the  Uni t ed  States  c r e a t e s  a very 
d i ffi cul t s i tua t i on. Although eve ryone hop e s  for  a c e s s a t i on o f  
the Mid-Eas t confl i c t , w i th a p r omp t r e sump t i on o f  p e tr o l eum i mp o r t s , 
neve rthe l e s s  forward p l anning mus t  r e c o gn i z e  the p o s s ib i l i ty o f  
con t inued o i l  d i s rup t i on and the fact that the e ffe c t s  o f  the d i s ­
rup t i on wi l l  p e r s i s t  fo r s everal mon ths after  a r e s torat i on o f  some 
or a l l  p r e - d e n i a l  o f  for e i gn o i l  produ c t i on. 

As i nd i c a t e d  above , 3 0 - 3 5 days are r e quired  for new crude o i l  
supp l i e s  t o  r e ach the Uni ted S t a t e s  after  they are l o aded i n  the 
M i dd l e  Ea s t . Furthermo r e , i f  the emb argo cont inue s for s eve r a l  
weeks , U.S .  i nventor i e s  wi l l  b e  drawn down t o  abnorma l l y  l ow l eve l s  
and wi l l  n e e d  to b e  rebu i l t  b e fo r e  normal op e rat i ons are p o s s i b l e .  
Likewi s e  Eur o p e an inventor i e s  mu s t  b e  r e s to r e d  Be fore produc t i mp ort s 
can b e  exp e c t ed from Europ ean r e f i ne r i e s .  Ano ther agg r avating fac t o r  
wh i ch wi l l  ext end the e ffect  o f  t he emb argo i s  the curr ent r e fining 
s i tuat i on i n  the U.S. Refiner i e s  wer e  runni ng at p e ak c ap ac i ty p r i o t  
to the d i s rup t i o n , but many a r e  now o p e r a t i ng a t  l e s s  than ful l  
capac i ty , and t h i s  prob l em wi l l  b e  aggravated i n  the coming mon th s .  
Reduc ed r e f i ne ry runs re sul t ing from the c rude shortage i s  in e f fe c t  
l o s t  output whi ch canno t b e  made up a t  a l a t e r  date. 

Cons i d e r ing the se fac tor s , it  is  e s s en t i a l  that the U.S. t ake 
imme d i a t e  s te p s  to cur ta i l  demand s o  that crude and pr oduct  inven­
tor i e s  are no t e x ce s s ive l y  dr awn down dur ing the next 2 t o  3 month s .  
Alt hough there  is a great  d e a l  o f  unc e r t a i nty a s  t o  how l ong the 
d i s rup t i on wi l l  cont inue and wha t  the o p e r a t ing supp ly s i tuat i on wi l l  
b e  after the emb argo i s  l i f ted , a rev i ew o f  the supp ly effec t s  o f  
the current den i a l  i l lus tr ate s wha t the imp ac t  6f the d i s rup t ion 
mi ght b e  and the imp o r t anc e o f  t ak i n g  imme d i a t e  act ions to cur t a i l 
demand and augment supp ly. 

For the purpo s e  o f  quant i fying the imp act  of the denial , i t  i s  
a s s umed that the embargo wou l d  l a s t  through the fi r s t  quart e r  o f  
1 9 7 4. The type and vo lume o f  imp o r t s  denied  are shown b e low: 

Crude 
P r o duc t s  

G a s o l ine  
D i s t i l l a t e s  
Eeavy Fue l  O i l  

TOTAL 

8 0  
37 0 
7 5 0  

1 7  

Vo l ume --Thous and 
Bar r e l s P e r  Day 

1 ,8 0 0  

1 ,2 0 0  

3,0 0 0  



The l a s t  a c tua l i nventory data ava i l ab l e  a s  o f  October  2 6 , 1 9 7 3 , 
i ndic a t e d  t o t a l  U.S . inventory of the thr e e  c r i t i c al p r o duct  group s ,  
(gas o l ine , m i dd l e  d i s t i l l a t e s , he avy fue l o i l )  w a s  5 1 5  mil l i on b arre l s  
(MMB ) and c rude o i l  inven tory was 2 4 6  MMB. Thi s  i s  approximate l y  7 1  

MMB b e l ow normal for produc t s  and app roxima t e ly 1 4  MMB b e l ow normal 
for c rude o i l. Other  produc t s , such as l i que f i e d  p e t r o l eum g a s e s  
(LP G ) , p e t ro chem i c a l  fe e d s t o c k s , aspha l t , lubr i c a t ing o i l s  and coke , 
are  no t inc lude d . .  The s e  o ther  p rqduc t� including un fini shed o i l s , 
t o t al app roxima t e l y 2 5 0  MMB o f  inventory and are no t ava i l ab l e  to 
me e t  maj o r  p ro duct  ( i .e . ,  ga s o l ine , d i s t i l l a t e , or he avy fue l o i l ) 
demand. S t o c k s  by ma j o r p r o duct  group s , comp are d  to gene ral l y  con ­
s i dered  "norma l " l eve l s  for thi s time o f  the year , are as fol l ows : 

S t o c k  I nventorz:: (MMB) as  of Oc t. 2 6 '  1 9 7 3  
" Normal " Ac tual D i fference 

Gas o l i ne 2 2 5  2 1 4  ( 1 1 )  
D i s t i l l a t e s  2 9 8  2 4 4  ( 5 4 )  
He avy Fuel  O i l  6 3  5 7  Ul 

TOTAL 5 8 6  5 1 5  ( 7 1 )  

Crude O i l  2 6 0  2 4 6  ( 1 4 )  

Minimum op e r ab l e  invent or i e s  for  each p roduc t are no t we l l  
de f ined. Howeve r , the C ommi t t e e  has e s t imated minimum i nventori e s  
c on s i de red  t o  b e  near the minimum unde r whi ch r e a s onab ly un i form 
o p e r a t ions wi th only s p o t  s ho r ta g e s  can b e  ma intained and b e fore a 
p hy s i c a l  b r e akdown o c c ur s .  Tab l e  4 shows that i f  demand i s  no t 
d r a s t i c a l l y  cur t a i l e d i nven to r i e s  a t  the end o f  the f i r s t  quarter  
1 9 7 4  wi l l  be hop e l e s sl y  b e l ow min imum l e ve l s .  

The t o t al d e n i a l  o f  3 5 5  MMB r e p r e s e n t s  1 4 % o f  t o t a l  demand for 
the p e r i o d  No vemb e r  1 5 , 1 9 7 3 , to  March 3 1 , 1 9 7 4 , and 2 0 % o f  demand 
f o r  the p e r i o d  January 1 ,  1 9 7 4 , to March 3 1 , 1 9 7 4. 

F i gur e 1 s hows tha t the impac t o f  the denial  i n  the f i r s t 
qua r t e r  o f  1 9 7 4  wi l l  b e  s i gn i fi cant ly r e duc e d  i f  a c t i ons commence 
imme d i a t e l y  to spread the r e qu i re d  demand cur t a i lment over a l onge r  
p e r i o d  o f  t ime. A s  i nd i c a t e d  in Chap t e r  Four a den i a l  o f  p e t r o l eum 
p ro ducts  in the 8 -1 0  p e rcent_r ange wi l l  b e g in to have v e ry s e ri ous 
e ffe c t s  on the e c onomy . Th i s  is part i cul arly t rue for r e duc t i ons 
in h e avy fue l o i l  (HFO)  wh i c h  d i r e c t l y  imp a c t  on i ndus try o p e r a t i ons . 
Wh ere  the r e duct i ons c an b e  t ak en in l e s s  c r i t i c al are as such as 
mo t o r  gas o l ine , the e c onomi c imp a c t  can b e  s o ftened. 
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f-' 
1.0 

De cemb e r  3 1 , 1 9 7 3  

G as o l ine 
D i s ti l l ate s 
He avy Fue l O i l  

Tota l  

Ap r i l  1 ,  1 9 7 4 

Gas o l ine 
D i s ti l l ate s 
He avy Fue l  O i l  

Tota l  

T ab l e  4 
Maj or  Product I nvento r i e s  

(Mi l l i on Barre l s ) 

Norma l 

2 4 7  
2 5 3 

5 5  

5 5 5  

2 6 5  
1 4 9  

4 6  

4 6 0  

Without 
Den i a l  

2 2 5  
2 0 4  

so 

4 7 9  

2 4 3  
1 2 5  

4 2  

4 1 0  

E ffect 
o f  * 

Den i a l  

( 2 8 )  
( 3 0 ) 
(31 ) 

( 8 9 )  

( 1 1 1 )  
( 1 2 0 )  
( 1 2 4 )  

( 3 5 5 )  

With 
Den i al 

1 9 7  
1 7 4  

1 9  

3 9 0  

1 3 2  
5 

( 8 2 )  

5 5  

Memo 
Ope r ab l e  t 
Minimum 

1 95 
1 0 0  

4 0  

3 3 5  

1 9 5  
1 0 0  

4 0  

3 3 5  

x As sume s 1 . 2MMB/D crude o i l  and . 8MMB/D products den i al from mid 
Novemb er through year end 1 9 7 3 ; 1 .8MMB/D c rude and 1 . 2MMB/D products 
denial  dur ing f i r s t  quarte r  1 9 7 4 . Crude den ia l s were conve rted to p rod­
uct e ffects b a s e d  on the fo l l owing y i e lds for typ i c a l  Middle East c rude s : 
( G as o l ine - 4 7 % , Midd l e  D i s ti l l ate s - 3 5 % , HFO ( l e s s  re f in ing fue l con­
sume d )  - 1 6 % ) .  

tOp e r ab l e  minimum inventory r e su l ts in spot s hortage s ,  but can me e t  
required demand. 
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The s e r iousne s s  o f  thi s  s i tuat i on c an b e  b e t t er appre c i a t e d  
when t h e  d e n i a l  effe c t s  on s p e c i f i c  produc t group s  a r e  examined. 
Th e s e  data for the t o t a l  U. S.  are as  s hown b e l ow: 

Product Total Demand--Million Barrels Denial 
4-1/2 Months 3 Months 4-1/2 Months Percent Demand* 
11/15-3/31 1/1-3/31 (MMB) 11/15-3/31 1/1-3/31 

Gasoline 1 ,052 698 111 11% 16% 
Distillates 589 417 120 20% 29% 
Heavy Fuel Oil 464 327 124 27% 38% 

Total 2,105 1,442 355 17% 25% 

* Based on demand for the major product groups only. As a percent of total 
demand the denial percentage figures are 14% and 20% for the 4-1/2 and 3 month 
cases respectively. 

Th ere  i s  no doub t tha t sub s tant i al cur t a i lments  o f  HFO and 
d i s t i l l a t e  consump t i on wi l l  b e  r e quired . The s e  e ffe c t s  wi l l  b e  
h e av i ly concentrated o n  the E a s t C o a s t  wh ere  imp o r t s  o f  the s e  
p r o du c t s  have b e en h i s t o r i c a l ly concentr ated . 

Al though a comp l e t e anal y s i s  o f  geo graphi c a l  e ffe c t s  ha s no t 
b e en p e r formed , the p o t en t i al imp ac t  on the Eas t C o a s t  i s  i l lus­
tra t e d  b y  the  f o l l owing: 

Product 

Distillates 
Heavy Fuel Oil 

PAD District I 

Total Demand--Million Barrels 
4-1/2 Months 3 Months 4-1/2 Months 
11/15-3/31 1/1-3/31 (MMB) 

357 
324 

253 
217 

80 
106 

Denial 
Percent Demand 

11/15-3/31 1/1-3/31 

22% 
33% 

32% 
49% 

Ano the r way an imp o r t  deni a l  mus t b e  cons i de r e d  i s  to e s t imate 
the p o i n t  of imp act of the d e n i a l  and the demand b y  l o c a t i on and 
then de t e rmine the ne c e s s ary l o g i s t i c re sponse to equi tably d i s tr i b ­
u t e  t h e  den i a l  geog raph i c al l y. 

T ab l e 5 s hows a d i s tr ibut i on o f  a 3.0 MMB/D deni a l  b a s e d  on 
deman d  and h i s t o r i cal  imp o rt p a t t e rns for the f i r s t qua r t e r  of 1974. 
Re duc t i ons  to the gro s s  den i a l  are i n c l ude d fo r add i t i onal  eme rgency 
o i l  and gas  p r o duc t i on and c onve rs ion from o i l  t o  c o a l , and inc r e a s e d  
op e r a t i o n  o f  nuc l e ar p l an t s . The net  den i a l  then may requ i r e  g eo­
g raph i c al re a l l o c at i on t o  g i ve e qu i t ab le d i s tribution of  the  short­
f a l l s . Th e i l l us trat ive  b al ance as sumes a pro r a t a  a l l o c a t i on of 
t h e  n e t  deni a l  b as e d.on deman d . An analys i s  of s p e c i f i c  int e r- and 
i n t ra-d i s t r i ct movements  requ i re d  by thi s  al l o ca t i on was not p o s s ib l e 
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TABLE 5 

TOTAL U.S. DENIAL AND SUPPLY/DEMAND BALANCE 
UARTER 1974 

PAD DISTRICTS 

)CAL DEMAND FOR PRODUCTS 
1terd1str1ct Sh1pments - Products 

)TAL REQU IRED SUPPLY 

JPPLY 
:nterdistrict Receipts - Products 
:nterdistrict Receipts - Crude 
:nterdistrict Shipments - Crude 
:rude Production 
fGL Production 
�ocessing Gain and Other 
:nventory Draw 

Sub-Total 

�ports: Crude (Offshore 
Crude (Canada) 
NGL (Canada) 
Unfinished (Offshore) 
Products ( Canada, Offshore) 

Sub-Total 

TAL SUPPLY AVA ILABLE 

OSS DENIAL 
,800 Crude (Prorated on historical) 
,200 Products 

ERGENCY MEASURES* 
iditional Crude Production 
iditional Gas Production 
Jnversion Oil to Coal 
ijust Processing Gain 

r DEN I AL 

justment to Base Interdistrict 
lpments to Equate Denial 
�oss Nation: Crud·e 

Products 

lUSTED NET DEN IAL Proportionate 
Local Demand PAD I-IV 

I 

8205 
171 

8376 

3253 
130 

90) 
117 

22 
50 

460 

3942 

1237 
145 

5 
90 

2957 

4434 

8376 

( 846) 
(1200) 

(2046) 

95 
_( __ 6_) 

(1957) 

633 
344 

( 980) 

s Barrels Per Day 

II III 

BASE 
SUPPLY/DEMAND BALANCE 

5117 
139 

5256 

964 
1884 

( 40) 
942 
245 
126 
185 

4306 

200 
570 

75 

105 

950 

5256 

DEN IAL 

135) 

135) 

130 
15) 

20) 

358) 
235) 

( 613) 

3433 
4057 

7490 

78 
110 

(1674) 
6277 
1376 

227 
395 

6789 

595 

6 
100 

701 

7490 

516) 

516) 

281 
150 

21) 

106) 

220) 
88) 

( 414) 

* These offsetting measures require governmental action such as: 

• Approval of emergency MER increase 

• Approval of certain tnird party gas sales 

• Relaxation of sulfur restriction on plant emissions. 
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IV 

445 
88 

533 

62 

(350) 
672 

46 
10 

( 40) 

400 

75 
35 

23 

133 

533 

25 
2) 

23 

55) 
21) 

53) 

v 

2574 
30 

2604 

128 
30 

ll20 
36 
97 
40 

1451 

590 
260 

10 
26 

267 

1153 

2604 

303) 

303) 

12 

10) 

301) 

( 301) 

Total 

19774 

19774 

9128 
1725 

510 
1040 

12403 

2622 
1050 

125 
122 

3452 

7371 

19774 

1800) 
1200) 

3000) 

293 
150 
250 

54) 

2361) 

( 2361) 



i n  the l im ited time frame o f  th i s  report . The a l l o c ati on o f  crude 
and p r o ducts to e l iminate l o g i s ti c  b o ttlene c k s  and mee t  demand 
e qu i tab ly wi l l  b e  a functi on o f  the demand r e sulting afte r  a l l 
c o nve r s i ons and curta i lment�, the ava i l ab l e  sour c e s  o f  product, 
and the inte rvening r e fining and tr anspo rtati on s y s tems . The de ­
ta i l ed  l o g i s ti c  ana l ys i s  mus t  inc l ude a l l  a f f e c ted p arti e s  and c an 
b e  s tarted only afte r the l eve l o f  d emand to b e  s ati s f i ed and crude 
and import p ro duct ava i l ab i l ity are e s tab l i s he d . 

In summary, the imp act o f  the Ar ab emb argo  o� p e tr o l eum ship ­
ments to the U . S .  wi l l  have  a sub s tanti a l  imp ac t  and i t  w i l l  l as t· 
f o r  a l ong p e r i o d  o f  time afte r the emb a r go i s  l i fte d .  The e ffects 
o f  th e emb argo c an be s i gn i f i cantly reduced i f  sub s tanti al r e duc­
ti ons in demand are made immedi ate l y . The s er i ousne s s  o f  the s i t­
uati on i s  not now app arent to the gene ral  pub l i c , but deferral  
of  acti o n  unti l the s i tuati on b e come s apparent w i l l  l e a d  to very 
d i s ruptive shorta g e s  b y  e a r l y  i n  the first quarter o f  1 9 7 4 . 
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Chap t e r  Three 

AVAI LAB LE ALTERNAT I VES FOR RES PONSE TO SHORTAGE 

EMERGEN CY O I L  P RODUCT I ON 

The I nt e r im Rep o r t  o f  the Eme rgency P reparedne s s  Comm i t te e  
pub l i s h e d  e s t imates o f  t h e  U.S. eme rgency o i l  p roduc t i on c ap a c i ty .  
Th e s e  e s t imates  indi c a t e d  that an ave rage o f  2 9 2  MB/D coul d b e  
p ro duc e d  and de l i ve re d  to r e fine r i e s  dur ing a 9 0  day emergency , 
3 3 1  MB/D c ou l d  b e  de l ivered during a 6 month eme rgency . Th i s  
eme r gency c ap ac i ty bui l d s  up from a n  i ni t i al rate of 2 7 5  MB/D t o  
a p eak r a t e  o f  3 5 9  MB/D a ft e r  ab out 3 to  4 months. 

The eme rgency cap ac i ty cons i s t s  p r imar i ly of p r o duc t i on from 
N P R-1 ( E l k  H i l l s )  and p roduc t i on in exce s s  of the max imum e ff i c i en t  
r a t e  ( MER) from s eve ral l arge Texas fi e l ds , such a s  E as t  Texas , 
Y a t e s , We s t  H as t ings , e t c. The Texas fi e l ds are current ly p ro duc i ng 
a t  the i r  MER as e s t ab l i sh e d  b y  the Texas Rai l road Comm i s s i on ( RRC) . 
Al though t h e s e rep re s en t  the max imum p r o du c t ion rate wh i ch can b e  
sustained w i thout l o s s  o f  re cove ry , the RRC do e s  not e s t ab l i s h  
eme rgency r a t e s  wh i ch could  b e  p ro duced fo r tempo rary p e r i o ds . I t  
i s  p o s s ib l e  to exceed  cur ren t r a t e s  in th e h i gh qu al i ty fi e l ds for 
s h o r t  p e r i o ds wi thout s i gn i fi c an t  r e s e rvo i r  damage . The p re c i s e 
v o l ume and t ime p e r i o d  whi c h  p r o duc t ion in exc e s s  o f  MER c an b e  
sustained depends o n  the '  ind i v i dual fi e l d .  Th is  s tudy has not  
cons i de re d p ro ducing in e x ce s s  of  MER fo r mo re than s i x mon th s .  
Any p ro duc t i on i n  e x ce s s  o f  current MER wou l d  requi re re c o gn i t i on 
o f  an eme r gency s i tuat i on b y  the app rop r i a t e  regul a t o ry agen c i e s  
a n d  a s p e c i f i c  de t e rmin a t i on th a t  the temp o rary p roduc t i on coul d 
n o t  cau s e  was t e  o r  re s e rvo i r  damag e .  Al s o , any p ro duc t i on o f  Elk 
H i l l s  w i l l  r e qu i re a c t ion by b o th the Exe cut ive and the Le g i s l at ive 
b ranch e s  of gove rnment . 

At t a i nment o f  the e s t imated p ro duc t i on vo l umes wi l l  requi re 
2 -3 mon ths l e a d  t ime and s ome inves tments in fie l d  o i l  and g as 
h and l i n g  fac i l i t i e s . Al s o , in s ome c a s e s  gas fl aring wi l l  b e  re ­
qu i re d . I t  should b e  emph as i z e d  th at nume rous l e gal  p rob l ems can 
b e  encoun t e r e d  s ince the re are sub s t an t i a l  d i ffe rence s of o p i n i on 
among op e ra t o r s  reg arding the e ffec t o f  p roduc ing s ome o f  the s e  
f i e l ds a t  h i ghe r rates . 

CONVERS I ON F ROM O I L  TO GAS 

G as r e s e rve s in t h e  Un i te d  S t a t e s  wh i ch c an b e  e conomi c a l ly 
p r o duc e d  and de l iv e r e d  to marke t are ful ly comm i t t e d  to gas s a l e s  
contra c t s ,  w i th t h e  excep t i on o f  une c onomi c res e rve s o r  r e c e n t l y  
d i s cove r e d  r e s e rve s whe r e  t ime has  n o t  b e en suff i c i ent to conclude 
s al e s  and ins t a l l ne c e s s ary fac i l i t i e s  to commence de l i ve r i e s . 
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I n  an eme rgency s ituati on , gas c an b e  s ub s titute d for  o i l  b y  
many c o n s ume rs who have du al o i l /gas burning fac i l iti e s . I t  has  
b e en e s timate d th at c apa c i ty is  avai l ab l e to b urn in exce s s  o f  4 
b i l l i on cub i c  feet pe r day ( B C F/D) o f  gas in l i eu o f  o i l  p rovi de d  
the eme rgency gas can b e  made ava i l ab l e whe re needed. 

The mu l titude o f  gas contracts and numb e r  o f  gas p r o du c e rs 
make i t  extreme l y  di fficu l t  to e s timate vo l ume s o f  gas whi ch m i ght 
be made ava i l ab l e  und e r  eme r gency conditi ons . Ava i l ab l e  data i n­
d i c ate the s p a re cap a c i ty to de l i ve r  gas i s  smal l . Neve rthe l e s s , 
e ven a smal l vo l ume o f  additional gas cou l d  p l ay a s i gn i fi c ant ro le  
i n  a l l evi ating th e E as t  Coast s upply s i tuati on d i s cus s e d  i n  the 
p re c e di n g  ch apte r . 

I t  i s  e s timated th at p e rhaps as much as 1 B C F/D o f  gas  could  
be  p r o duc e d  unde r eme rgency conditi ons and de l i ve re d  to c u s tome rs 
currentl y b urn ing o i l . Th i s  woul d be equival ent to 1 5 0 MB/D of o i l . 

Unde r eme rg ency condi tions , mechani sms and i nc enti ve s  should 
be  p rovi de d  to re l e as e add i tional gas supp l i e s  by  tak ing the fo l ­
l owing s tep s :  

• The FPC shoul d b e  autho ri z e d  to al l ow ,  for a temp o r ary p e ­
r i od , eme r gency th i r d - p a rty s al e s  o f  avai l ab l e i nte rs tate 
g as in ex ces s o f  th at now b e ing taken unde r exi s ting con­
tracts . 

• The FPC's current 6 -month eme rgency gas  s al e s  p r o g r am ,  
whe re i n  gas  i s  al l owe d to b e  s o l d  at mark e t  c l e a r ing p r i ce s , 
s ho u l d  app ly to the s e  incremental v o l ume s . 

• G a s  transmi s s ion comp ani e s  should b e  encouraged to trans port 
and exchange gas  to l o ad a l l  trunk l ines  to ful l  capac i ty 
an d de l ive r ava i l ab l e  g as to indu s tr i a l  cus tome rs a fte r the 
e s s enti al ne e ds o f  i ts res identi al cus tome rs are s ati s fi e d . 

CONVE RS I ON TO COAL 

E s timate s  b as e d  on FPC and o ther  data indi cate that o i l  and 
gas f i r e d  b o i l e rs and furnace s coul d be conve rted to co al burning 
to the e xtent of ab out 2 5 0 ,0 0 0  B /D o ve r  a th ree - month p e ri o d . Sul­
fur r e s tr i c tions wou l d  have to b e  re l axed to ac comp l i s h  th i s . Th i s  
cons ump ti on rate i s  equival ent to 2 3  mi l l i on tons o f  co al p e r  year . 
Re a ch ing th i s  rate o f  additi on a l  c o a l  u s e  i s  b e l i eve d r e a l i s ti c  as 
the re i s  an invento ry o f  ab out 1 2  mi l l i on tons of c o a l  avai l ab l e 
fo r b o i l e rs not ye t c onve rte d . 
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B as e d  on th e a s s umpti on th at during th e f i r s t  9 0  days o f  an 
i nte rruption the rate o f  conve r s i o n  wou l d  b e  1 50 MB /D c onve rte d  to 
c o al i n  the f i r s t  month and the remain ing 1 0 0  MB/D conve rted o ve r 
th e s e cond and thi rd months , i t  wou l d  b e  p o s s ib le to maintain ope r a­
ti on at the ful l  250 MB/D rate for  app rox imate l y  1 2 0  days w i thout 
r e p l enishment o f  s upp l i e s .  

I f  c o a l  p r o duction and tr an s p o rtati on we r e  not exp ande d ,  how­
e ve r , at the end o f  7 months from the b e g inning o f  conve r s ion , th e 
s to cks  at the ab ove p l ants wou l d  have fal len to 2 weeks ' s upp ly and 
o p e ration o f  th e s e  b o i l e rs woul d h ave to b e  p ro g re s s iv e l y  curta i l ed.  

The c o a l  indus try is  un ab l e  to increase  p r o duction to s upp ly 
p l ants burning fue l o i l  and n atural  gas  on  the East Coast w i th out 
b u i l di n g  new c apac i ty wh i ch wou l d  requ i r e  at l e a s t  th ree  years;  
howeve r , a coal  a l l o c ati on p ro gr am coul d be  imp l emented th at woul d 
d i vert a p o rti on o f  current p r o duction to c onve rtib l e  p l ants . 
The l o g i s ti c  p rob l em w i th r e sp e ct to coal  i s  c r i ti c al , es p e c i al ly 
i n  the l arge  e as te rn metrop o l i tan areas . The supp ly o f  open-top 
hopp e r  c ars i s  ti ght , fac i l i ti e s  for d i s tr i buting c o a l  to al ong ­
s i de p l ants in the e a s t  mus t b e  r e p a i r e d , and de l ive ry to the s e  
p l ants i s  unce rtain due to a s ho r tage o f  b a rges  and towb oats .  
Eme rgency meas ures such as  a c o a l  a l l o c ati on p r o g r am and d ive rting 
s ome tran s p o rtati on equipment to c r i ti c a l  areas  o f fe r s  some sho rt­
te rm r e l i e f , b ut the d i s tr ibution s y s tem wi l l  be cumb e r s ome , i n ­
e ff i c i ent and expen s i ve.  

Coal mining c ap ac i ty is  c r i ti c al throughout the e a s te rn c o al ­
fi e l ds .  An al l o c ati on p r o g r am o ffe r s  only temp o rary re l i e f. Rai l ­
ro ad rep a i r  fac i l i ti e s  have dete r i o rate d  i n  the s ame de gree  as  the 
i nvento ry o f  ro l l ing s to ck. P e rmanent l ong-te rm s o l uti ons are 
n e e de d. 

An add i ti onal  contr ibuti on c o a l  cou l d  make wou l d  b e  by in ­
c r e a s ing l o ad facto r s  on c o a l  f i r e d  uti l ity p l ants and thu s  re ­
du c ing the o i l /gas  requ i rement o f  an e l e ctr i c  p ower system . Wh i l e  
th i s  po s s ib i l i ty ha s not b e en fu l l y exp l or ed , i t  app ears  that 
ex i s ting tr an smi s s i on fac i l iti e s  ar e l imite d in the i r  ab i l i ty to 
d i s tr ibute the adde d e l e ctr i c ity to oi l or  g as con s um ing areas . 

NUCLEAR P OWE R 

An othe r p otenti al means o f  a s suring a degree o f  supp ly con­
tinu i ty during an  imp o rt inte rrup tion i s  the e xp e d i ting o f  nuc l e a r  
p l ants al ready s chedul e d  for  o p e r ation. Conve rs e l y , s l ippages i n  
op e rating s ch e du l e s  o r  de rati n g s  o f  ex i s ting p l ants wou l d  on l y  s e rve 
to aggravate th e c r i s i s .  

Dur ing the l a s t  quarte r o f  1 9 7 3  and f ir s t  6 month s o f  1 9 7 4 , 
12  nuc l e ar powe r un i ts are s ch e du l e d  for comme r c i a l  ope rati on. 
The s e  un i ts to ta l 9,8 0 0  me g awatts (MW) of cap a c i ty e qu ival ent to 
3 0 0  MB/D o f  ene rgy supply. B r in g ing the s e  p l ants on s tr e am promptly 
and at fu l l  cap a c i ty ( in s tead of be ing de rate d) coul d make an 
add ition a l  5 0  to 1 0 0  MB/D o i l  e quiva lent ava i l ab l e dur ing the f i r s t  

27  



quarte r  o f  1 9 7 4. Thr e e  o f  the un its with a total cap a c ity of 2 , 8 0 0  
MW ( 8 4  MB/D equiva l ent) are l o cate d in PAD I .  I n  additi on , as o f  
Novemb e r  5, the AE C r epo rted 5 nuc l e ar p l ants der ate d  by a tota l of 
3 8 1  MW , equivalent to 1 2  MB/D o f  l o s t  ene r gy supp l y . Ne ar ly 3 2 0  MW 
o f  th i s  total were in PAD I .  Thus , a temp orary l i fting o f  the de ­
r ating me asures  ( r ea s onab l e  s afe ly s tandard p e rmitting) wou l d  pro ­
v i de PAD I wi th 1 0  MB/D of incremental supp ly . 

ENERGY USE CURTAI LMENT 

Tab l e  6 summar i z e s  the net sho rtag e s  r e s u l ting from a susta ined 
3 MMB/D l o s s  o f  p e tr o l eum imp orts c o n s i s ting of 1 .8 MMB/D of c rude o i l  
and 1 .2 MMB/D o f  r ef ined products dur i ng the f i r s t  quarter o f  1 9 7 4 .  

TABLE 6 

NET SHORTAGE CALCULAT I ONS 
(MB/D) 

Crude Loss - ·  1. 8 MMB/D 

Total Naphtha - 47% 

Gasoline 
& Naphtha 

846 

Total Middle Distillate - 35% 

Heavy Fuel Oil & Other - 22% 

Product Loss - 1. 2 MMB/D 

Total Loss 

Offsetting Measures* 

Additional Domestic Oil 
Production (293 MB/D) 

Oil to Gas Conversion 

Oil to Coal Conversion 
in Electric Utility Sectort 

Gasoline Deconversion to 
Distillate:j: 

Refinery Fuel & Process Gain 

Net Shortage 

Percent Demand 

80 

926 

(138) 

100 

28 

916 

13.5% 

Total 
Middle 

Distillates 

630 

370 

1,000 

(102) 

75) 

(100) 

18 

741 

13% 

Heavy Fuel 
Oil & 

Other 

396 

750 

1,146 

(64) 

(75) 

(250) 

(98) 

661 

16.8% 

---·;;;These offsetting measures require government actions to be 
fully effective. 

t Attainment of these savings would require relaxation of 
sulfur in fuel standards. 

� The figures shown are somewhat arbitrary--additional decon­
version capacity probably exists at the lower crude runs if further 
use of this option is deemed desirable/acceptable. 
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The l o s s  o f  c rude and p r o duct imp o r t s  re s u l ts i n  ·to t a l  p r o duc t 
l o s s e s  o f  9 2 6 MB/D mo t o r  gas o l ine , 1 ,0 0 0  MB/D t o t al m i dd l e  d i s t i l ­
l at e s , and 1 ,1 4 6  MB/D o f  h e avy fue l o i l  and o th e r  pro duc t s .  Aft e r  
ful l y  u t i l i z ing ava i l ab l e  eme rgency me as ure s s uch a s  add i t i onal o i l  
and g as p r o duc t i on , max imum conve r s i on o f  e l e c t r i c  u t i li t i e s  from 
o i l  to co al and incre as e d  op e r at ion of nuc l e ar p l ants , and �dj us t ­
ment o f  r e f i ne ry y i e l ds , s ub s t ant i al sho r tages  rema in. The s e  short­
a g e s are 9 1 6 MB/D of  mo t o r  g as o l ine  ( 1 3. 5 %  o f  demand) , 7 4 1  MB/D o f  
mi d d l e  di s t i l l a t e s  ( 1 3% o f  demand) , and 6 5 9 MB/D o f  h e avy fue l  o i l  
( 1 6 . 8% o f  demand) . 

I t  shoul d b e  emphas i z e d  that the deni al o ffs e t s  have b e en s ome ­
wh at arb i trar i ly as s igned t o  the maj or  p r o duct g roup s .  Th e U.S. 
r e fin ing sys tem wi l l  h ave adde d f l e x ib i l i t y  when runn ing a t  the 
r e duc e d  rat e s  to mak e addi t i onal adj us tment s to p ro duct y i e l ds as 
requ i re d. 

S t ep s  wh i c h  h ave b e en i den t i f i ed  for c ons e rving g as o l ine short  
of  ra t i oning are  s hown in T ab l e  7 .  The  6 1 4 MB/D f i gure shou l d  be  
v i ewed as an op t imi s t i c  as s e s sment o f  wh at coul d b e  ac comp l i s hed by 
t h e s e  me asur e s .  I ns o fa r  as  th i s  i s  equivalent to only two-th i rds 
o f  the reduc t i on ne e de d ,  i t  is obvi ous that add i t ional s t r ingent 
c o n t ro l s  mus t be imp l emen t e d  to r e duce demand a s  s o on as p o s s ib l e .  

Temp o r ary r e s t r i c t ive me asures  wh i ch can b e  imp l emented imme ­
d i a t e ly shou l d  b e  taken to damp en demand p r i o r  to the t ime formal 
c on t ro l s  can b e  e ffe c t e d. Examp l e s  o f  this typ e  of me asure inc lude 
i n s t ruct ing supp l i e rs to r e duce mo t o r  g a s o l ine a l l o c a t i ons t o  al l 
s t a t i ons  they s upp ly by a c e r t ain p e rcentage o f  a re c ent p r i o r  pe ­
r i o d s a l e s  l eve l .  Manda t e d  e ff i c i ency me asures  wh i ch can al s o  b e  
i mp l emen t e d  q u i c k l y  s uch as  r e duc ing s p e e d  l im i t s  should b e  aggr e s ­
s ive ly p romo t e d  t o  n o t  only r e duce demand p r i o r  to contro l s , but 
a l s o  to " fo r c e "  mo re e ffi c i ent us age after cont ro l s  are  e s t ab l i s hed. 

S im i l arly , the to t a l  ,di s t i l l a te  sho r t fa l l  o f  7 4 1  MB/D ( 1 3% o f  
demand) i s  b ey ond the l e ve l  o f  6 0 1  MB/D shown i n  T ab l e  8 that m i ght 
b e  ob tained by such s t ep s  as increas ing a i r l ine l o ad factors , re­
duc ing thermo s t a t  s e t t ings , r e duc ing re s i dent i al and comme rc i a l  
l i ght ing , e t c. 

The s i tu a t i o n  i s  even more s evere in th e c a s e  o f  HFO whe re th e 
s h o r t fa l l  i s  6 5 9  MB/D o r  1 6 . 8 p e rcent o f  demand. Ag a i n , con s e rva t i on 
s t ep s s uch as r e duc i ng thermo s t a t  s e t t ings ( 3 3 0  MB/D) , r e duc ing 
r e s i dent i a l  and comme r c i al l i gh t ing ( 3 5  MB/D) , l e ave s a supp ly g ap 
app roaching 3 0 0  MB/D. 

The vo l unt ary and mandatory con s e rvat i on measur e s  outl ined 
ab ove may b e  op t i mi s t i c  as  t o  the l e ve l of  c omp l i ance and th e t ime 
r e qu i r e d  t o  ach i e ve the s e  l eve l s .  They are to be v i ewed as a 
maximum achievable volume wi th a h i gh l eve l o f  Gove rnment l e ?de r­
s h i p  a t  a l l  l eve l s  and a h i gh degree  o f  pub l i c  accep t ance. The s e  
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cons e rvat i on measures are con s i de red as b e i ng the max imum real i s t i c/ 
a c c ep t ab l e curtai lment wh ich could b e  achi eved w i thout formal ra­
t i on i n g . F i gure 2 comp ares th e cumul at ive deni al and th e o ffs e t s  
ava i l ab l e through incre as e d  supp l i e s  and vo l unt ary ac t i on s .  

I n  v i ew o f  t h e  ab ove, i t  b e comes obvi ous t h a t  s ome form o f  
mandato ry re gul a t i ons b e  p l ac e d  on the us e o f  th e s e  fue l s . I n  the 
c a s e  of mo t o r  g a s o l ine, and p e rhaps home h e at ing o i l ,  th e mo s t  e f­
fe c t i ve and equi t ab l e  me tho d app ears to b e  a coupon-rat i on ing s ys t em .  
A p r o c e dure a l re ady ex i s t s t o  a l l o c a t e  mi ddl e d i s t i l l at e s  ( inc l uding 
No. 4 fue l o i l )  in the form of the Manda to ry Al l o c a t i on Pro gram wh i ch 
went into  e ffec t Novemb e r  1 ,  1 9 7 3 .  This al l o c a t ion p rog ram should 
be  exp ande d to c ove r HFO in s uch a way as to b e s t as sure ene rgy sup­
p ly to i ndus t ry . 

I t  s ho ul d a l s o  b e  mo d i f i e d  to incorp o rate a ph i l o s ophy o r  
pri o r i ty fo r demand re duc t i ons . I nherent in the data and findings 
of th i s  rep o r t  i s  the fo l l owing o rde r of use p r i o r i t i e s .  

1 .  Us e s  r e l ated  to p ro t e c t i on of the pub l i c  h e a l th and w e l ­
f a r e  and Nat i onal  de fens e . 

2 .  Us e s  re l at e d  to the maintenanc e o f  emp l oyment ,  and a 
h e a l thy dome s t i c  e conomy . 

3 .  Us e s  re l a t e d  t o  pub l i c  comfor t  and conve n i enc e . 

Obv i ous l y, s ervi c e s  r e l a t e d  to pub l i c  h e a l th and we l fare such 
as p o l i ce and fi re p r o t e c t i on, e t c . ,  mus t be ma intaine d .  Th i s  are a 
a l s o  woul d i n c l ude  maint aining a minimum acc ep t ab l e  l eve l o f  home 
h e a t ing . 

Us e s  re l at e d  t o  th e mainten ance o f  j ob s  and e conom i c  a c t i vi ty 
cons i s t  p r i mar i ly o f  indus t r i a l  act i v i t y . Bus i ne s s  and i ndus t ry 
mu s t  b e  encoura g e d  b y  eve ry ava i l ab l e  me ans to us e ene r gy more 
e ff i c i en t ly . Howeve r, it is cons i de red  imp e rat ive by  th i s  C ommi t t e e  
t h a t  t h e  b as i c  indus t r i al a c t i vi t i es wh i c h  p rovi de t h e  bulk o f  U . S .  
emp l oyment and e conom i c  s t rength b e  ma int a ined at the h i gh e s t  
p o s s ib l e l e ve l . 

I t  i s  a l s o  imp e r a t i ve that the s e  p r o c e dures b e  imp l emented as  
s o on a s  p o s s ib l e  in o rde r to avo i d  even more s evere  prob l ems l at e r  
in t h e  s e as on i f  invent o r i es a n d  wo rking s t ocks  a r e  dep l e t e d . S i nce 
i t  w i l l  take s ome 4 t o  6 weeks  to imp l ement the s e  formal curtai lment 
pr o c edur e s ,  it is ab s o l u t e l y  n e c e s s ary th at we take max imum advantage 
o f  a l l  con s e rvat i on m e a s u r e s  ava i l ab l e to us  in the int e r i m . 

SUMMARY 

To summari z e the an a l y s e s  p re s en te d  1n Chap t e rs Two and Thr ee . 
i t  i s  evi dent that : 
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TABLE 7 

Gasoline Conservation Measures--1974 
(First Quarter 1974) 

Thousand Barrels per Day 

1. Reduce speed limits to 50 M.P.H. (75% compli�nce). 

2. Encourage car pools--

• 34% of automotive travel is commuting 

• Assumes voluntary increase in average car occupancy 
from 1.3 to 1.8 people 

• Reduces total motor gasoline demand by 4.5% 

3. Reduce recreational driving 

• 1/3 of passenger car travel is social/recreational 
(i.e., 27% of total motor gasoline demand) 

• Assumes 50% reduction results in 108 MB/D reduction 
in winter, 315 MB/D in summer 

4. Other voluntary/mandated measures 

• Regular tune-ups 

• Keep tires inflated 

• Minimize use of air conditioner 

• Good driving habits 

• 4-day work week 
TOTAL 

* Have not been able to quantify. 

TABLE 8 

Distillate Conservation Measures 

190 

316 

108 

* 

614 

Thousand Barrels per Day 

Voluntary/mandated measures--

1. Reduce speed limits to 50 M.P.H. (diesel powered 
vehicles)--75% compliance 

2. Reduce R/C lighting 

• 10% reduction in residential sector where lighting is 
16% of electrical consumption 

• 20% reduction in commercial sector where lighting is 
42% of electrical consumption 

• Assumes 50% of KWH savings will be reflected as reduced 
oil consumption (60 MB/D distillate, 35 MB/D HFO) 

3. Increase airline load factors from 50 to 65% (90% effec­
tive)--results in 20% fuel demand reduction 

4. Reduce commercial airline speeds assumes 5% fuel savings 
by reducing speed and/or increasing ceifings 

5. Reduce space heating thermostat settings S°F 

TOTAL 

31 

19 

60 
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• Adde d  dome s ti c  s upp l i e s  o f  o i l  and gas, conve rs i on to c o a l  
and a c c e l e r ation o f  nuc l e ar gene rati on c ap a c i ty c an only 
make up ab out 2 4  p e rcent of the e xp e cte d  den i al through the 
f i rs t  quarter o f  1 9 7 4 . 

• Curta i lment o f  use  o f  d i sti l l ate and he avy fue l  o i l  s ave s 
ab out 4 5  p e r c ent o f  the den i al . Only about 2 /3 o f  the 
r e duction c o u l d  b e  achieved v o l untar i ly . 

• The r emai nder o f  the den i a l ,  about 3 1  p e r cent, mus t  come 
from r e ducti on in us e of motor g as o l i ne . Only about 2/3 o f  
that r e du c ti on could  be achieved b y  vo luntary me ans . 

• S i nce the nece s s ary s avings canno t b e  achi eved b y  vo luntary 
me ans , rationing s e ems to be e s s enti a l . 

• The r a te o f  inve ntory dr awdown i s  so  h i gh that r ap id a c tion 
is  es s enti a l .  De lay in tak ing any o f  the ava i l ab l e  a cti ons 
c o u l d  r ap idly c r e ate truly c r i ti c a l  s upp ly runouts . 
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Chap ter Four 

I MPACT OF O I L  IMPORT I NTERRUPT I ONS ON THE NAT I ONAL ECONOMY 

D e t ermina t ion of o i l  impo rt int errup t i on effec t s  on the 
nat i ona l e c onomy is ex trem e l y  c omp l ex : however , s ince sub s t an t i a l  
o i l  supp l y  short ag e s  are cert a in for the 1 9 7 3 - 1 9 7 4  h e a t ing s e as on , 
s ome quan t i f i c a t i on o f  the e c onom i c  imp a c t  was cons i dered e s s en t i a l  
f o r  t h i s  rep ort . Wh i l e  rigorous quant i t a t ive ana l y s i s  of GNP/ 
energy re l a t i on s h i p s  was not p o s s ib l e  on short no t i c e , app l icat i on 
o f  s ome s imp l i fy ing as sump t i ons p e rm i t t e d  e s t ima t i on o f  the e c o ­
nom i c  imp a c t  that may re su l t  from vari ous l eve l s  o f  o i l  supp ly 
s hort fa l l. 

The fo l l ow ing tab l e  summari z e s  the e s t imated d ire c t  e c onom i c  
effe c t s  a s s oc i a t e d  w i th the o i l  short a g e  l eve l s  noted . The s e  e s t i ­
mate s do not  inc lude s e condary effec t s  wh i ch c ou l d  increa s e  the 
magn i tude of e c onom i c  imp a c t  if the shortage were l ong l a s t ing . 

C a s e  I 
C as e  I I  
C as e  I I I  

TABLE 9 

Reduced O i l  Supp l i e s  
Thous and Barre l s  P e rc ent 

P er D ay of Energy 

2 0 0 0  
1 5 0 0 

5 0 0 

5 .  6 
4 . 1  
1 . 4  

GNP De cre a s e  
$ B i l l ion 
P er Y e ar P erc ent 

4 8  
2 7  

1 

3 . 6  
2 .  0 
0 . 1  

Fi gure 3 c omp a re s  the e s t imat e s  o f  GNP e f fe c t s  o f  fue l  supp l y  
curt a i lmen t s  made b y  the N P C  w i th o ther publ i shed and unpub l i sh e d  
me a suremen t s  by private  e c onome tric fore c as t ing s erv i ce s.* I t  
shou l d  b e  n o t e d  tha t  the NPC a s s e s sment corre sponds t o  a consensus 
j udgment , e . g . , it  does  not ove rs t ate  the potent i al magni tude of 
an unmana g e d  energy cri s i s . 

As s hown in Chap ter Two , l og i s t i c a l  cons idera t i ons c oncentrate  
the  short ag e  e ff e c t s in the  c o a s t a l  areas  o f  the c ount ry. Th is  i s  
du e t o  s ev e re ly l im i t e d  ab i l i ty i n  the short run to t ransport 
dome s t ic a l l y  re f ined produ c t s  from o ther reg ions into D i s tri c t s  I 
and V .  Howev e r , the primary rea s ons why the fu e l  sho rt ag e  s i tua ­
t i on wi l l  b e  mo s t  cri t i c a l  on the E a s t  and We s t  C o a s t s  th i s  winter 

* The Ch a s e  E conome tric e s t im a t e s  are pre l im inary only and no t 
b as e d  upon a c omp l e t e  mode l run. 
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i s  that tho s e  are as hav e  b e en highly depe ndent upon imp o rts o f  
b o th r e f ined pr oducts and crude o i l  from over s e a s . Thus , a cutoff 
o f  the s e  supp l i e s  wi l l  b e ar mo st d i r e c tly and immed i ate ly upon 
consume r s  of imports . 

I t  shou l d  b e  noted that the GNP f igur e s  shown ar e annual rate s 
and that i f  the o i l  s ho r tf a l l d i d  not p er s i s t  for a fu l l  year , GNP 
a c tu a l l y  l o s t  wou l d  b e  r e duced a c c o r ding l y . However , it now 
app e ar s  that the sho r tf a l l  dur ing the current heating s ea s on w i ll 
exc e e d  the C a s e  I l ev e l  o f  2 MMB/D and may reach 3 MMB/D by the 
f i r s t  qu arte r . Thus , the short- te rm impact of energy s hortag e s  on 
e conom i c  activ i ty and emp l o yment cou l d  be sub s tanti a l , p arti cul ar ly 
in PAD ' s  I and V. I t  i s  e s timated that a 3 MMB/D p etro l eum s ho rt­
age dur ing the f i r s t  quarter of 1 9 7 4  a l one cou l d  d e cr e a s e  1 9 7 4  GNP 
by  up to $ 2 6  b i l l i on , w i th spe c i f i c  e f f e c ts h ighly depe ndent up on 
a lte r ations in consump tion patte rn s an d s e c ondary e c onom i c  effe cts 
r e s u l ting from fue l supp l y  d i s l o cations . Unemp l o yment r ate s cou l d  
we l l  incr e a s e  from curr ent rate s  o f  l e s s  than 5 p e r cent to l ev e l s  
exc e e d ing 6 p e r c ent , in the 2. 0 MMB/D curta i lment c as e , and to 
near l y  8 p e r c ent i f  a susta ined shortag e of 3. 0 MMB/D were 
exp e r ienc e d : 

TABLE 1 0  

(Thou s and B arr e l s  P e r  Day) 

3 0 0 0  
2 0 0 0  
1 5 0 0  

5 0 0 

* B a s e  1 9 7 4 f o r e c a s t .  

Emp l oyment Effects 
R i s e  I n  Unemp l oyment 

Unemp l oyment Rate 
( 0 0 0 )  ( P e r c ent) 

2 5 0 0  
1 2 0 0  

7 0 0  

7 .  7 
6 .  2 
5 .  7 
5 . 0* 

The above e s timated effe cts , of cour s e , cou l d  be made l e s s  
v i s ab l e b y  e l im inating overtime , r educ ing normal wo rk ing days , 
e tc . Mor eove r , t he e conom i c  imp act o f  a supply shortage i s  very 
dependent upon consum ing are as affected . I f  the shortag e can b e  
a b s orbed by  curta i lment o f  the l e s s  e s s enti al are as of ac tivi ty , 
the e conom i c  co s ts wou l d  b e  m i n im i z e d . G ener a l l y , pub l i c consump ­
tion cou l d  b e  r e duc ed w i th c omp arative l y  sma l l  imp act on the e con­
omy . S i g n i f i c ant r e duction o f  indus tr i a l  energy supp l y  wou l d  
l i k e l y  c au s e  p l ant s hutdowns and h i gh l eve l s  of unemp l oyment . 
Al l o c ati on or  r ation ing p r o g r ams mus t  r e cogn i z e  th e s e  factors . 
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The tab l e  b e l ow i l lustrates in summary form the e conom i c  i ncen­
t ives to c hann e l  ava i l ab l e  ene r gy supp l i es to indust ry unde r severe 
sho r t a g e  cond i t ions. Th i s  t ab l e  n o t e s  the GNP do l l ar d e c rements 
c o r r e spond ing t o  a do l l ar r e du c t i on in ene rgy supp l i es. F o r  ex­
amp l e , in the indust r i a l  se c tor , if the ove r a l l energy supp l y  de ­
f i c i ency i s  5 p e r cent , app rox ima t e l y  $ 2 2  in go ods and se rvi c es pro­
du c t i on wou l d  b e  l o st for each do l l a r  o f  energy " saved. " Sma l l 
r e du c t i ons i n  ene rgy sup p l i e s  are l e ss c o st ly b e c ause they c an 
o ften b e  o ffse t by c onse rva t i on me asure s ,  bu t subst ant i a l  den i a l s  
o f  ene rgy t o  indust ry are p ro h ib i t iv e l y  c o st l y. I t  sh ould a l so b e  
no t e d  t h a t  t h i s  t ab l e  do es not highl i gh t  t h e  ful l rang e o f  c ost 
conse quenc e s. The G NP mul t ip l i e r  cost o f  r e duced home h e a t ing or  
r e cr e a t i on a l  dr iving i s  much l ower than the  averages no t e d  i n  the 
transp o r t a t i on and r esident i a l / c ommerc i a l  sec t ors b e c ause a l ar g e  
share o f  ene rgy app l i c a t i ons i n  those se c t o rs a r e  l inked t o  the 
p r o du c t i on of comme r i cal  se rv i c e s ,  e. g. , truck transp o r ta t i on , dry 
c l e an ing , e t c. Thus , the e c onom i c  c ost o f  w i thho l d ing ene rgy sup ­
p l i e s  f r om some indust r i es cou l d  b e  f i fty o r  more t imes t h e  cost o f  
fu e l  d en i a l s  t o  m any non - indust r i a l  ac t iv i t i e s .  

TABLE 1 1  

GNP R e du c t ion P e r  Do l l a r  Due To 
E n ergy Den i a l  By S e c t or 

S e c t or 

T r ansp o r t at ion 
Househo l d/ C omme r c i a l  
I ndust r i a l  

Ene rgy Supp ly 
Reduct ion 

1 % 

3 
4 
3 

3 % 

6 
8 
9 

5 % 

1 0  
1 7  
2 2  

The p r e v i ously men t i oned e conom i c  e f f e c t s  assume only a mo d­
e r a t e l y  e ff e c t ive a l l o c a t i on o f  the sho r t ages. However , the C om ­
m i t t e e ' s  o p i n i o n  i s  tha t  we l l - c once ived and e f fe c t iv e l y  imp l emented 
management o f  the sho r t ag e  cou l d  fu rther  so f t en the  imp ac t .  On  the 
o t h e r  hand , f a i l u r e  to t ake e ff e c t ive a c t i on in a t imely manne r  
c ou l d  r e su l t in more seve re e c onom i c  imp a c t s. 

Across the b o ard mandat ory r e duc t i ons in energy supp ly a l l o ­
c a t i ons su ch a s  t hose adv o c a t e d  by P r esi dent N ixon wi l l  no t m in im i z e  
the adve rse e c onom i c  c ost s o f  r e du c e d  e n e rgy usage un less the v a lue 
o f  energy in e a c h  use i s  the same. Vo l un t ary pe rsonal energy use 
cur t a i lment s ,  wh i l e  app e a l ing , are  no t l i ke ly  to b e  very su c c essfu l 
in l im i t ing e c onom i c  d i srup t i ons. 

I de a l ly , the e c onom i c  costs of the ene rgy sho r t fal l wou l d  b e  
m i n im i z e d  by max imum r e l iance o n  f r e e  mark e t  mechanisms wh i c h  wou l d  
tend t o  insu r e  tha t  those uses o f  sc a r c e  fu e l s  wh ich cou l d  sup p o r t  
the h ighe st fue l c osts wo u l d  be t h e  l ast t o  be e l im inated. Wh i l e  
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i t  i s  r e c o gn i z e d th at short - t e rm dis rup t ions may requ i r e  s t atu t o ry 
a l l o c a t i ons app roache s , t ime ly re turn t o  free market mechani sms i s  
c ons i de r e d  e s s ent i a l .  Dur ing t h e  p r e s ent eme r g ency , a comb ina t i on 
o f  max imum r e l i an�e on the p r i c e  s y s t em sup p l emented by demand 
curt a i lment and mandat ory r a t i on ing p r o c e dures is needed to ach i eve  
e ff i c i ent d i s t r ibut i on of ex i s t i ng energy supp l i es wi th min imum 
imp act on the e c onomy. 

Fu e l  supp l y  p o l i c i e s  wh i ch are intended to minim i z e  e conom i c  
c o s t s  o f  supp l y  d i s rup t i ons mu s t  concentrate  on the immediate  p r o b ­
l em o f  op t ima l ly d i s t r ibut ing fue l o i l s . I t  app e ar s  that roug h l y  
two - t h i r ds o f  t h e  s ho r t age of re fined p ro du c t s  t h i s  wint e r  wi l l  b e  
fue l o i l s  (No . 2 through N o .  6 ) , and one - t h i r d  wi l l  be g a s o l ine and 
r e l a t e d  mater i a l s . Th i s  cond i t i on ind i c a t e s  tha t  t he mo s t  p r e s s ing 
imme d i a t e  energy p r ob l em is that o f  b a l anc ing fue l  o i l  supp l i e s  
w i t h  p r i or i ty r e qu i rement s . Unfor tuna t e l y , the  ec onom ic  c o s t o f  
f a i lure to m e e t  t h e  n e e ds o f  fu e l  o i l  us ers  i s  much g r e a t e r  th an in 
the case of g a s o l ine , b e c aus e a l arge  p o r t i on of fuel o i l  is  con­
sumed in t he p ro du c t ion of v i t a l  g oo ds and s e rv i c e s .  Thus , the 
e conom i c  bu rden of the fue l o i l  v e rsus the gas o l ine supp ly prob l em 
i s  muc h  g r e at e r  than comparat ive vo lum e s  wou l d  ind i cate . 
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Appendix A - - Re que s t  L e t t e r s  

United States Department of the Interior 

Dear M r .  T rue : 

OFFICE OF THE SECRET,ARY 

WASHINGTON, D.C. 2024{) 

DEC  5 Q 1912 

The United State s is  in a pe riod of rapidly increasing dependence on 
impo rted petrole um. As s o  cia ted with this dependency is  the high 
ri sk involved to the Nation' s e conomic well-being and s e curity in 
the event the s e  ne eded, impo rted ene rgy supplies ai-e inte r rupted 
fo r any r ea s on. With such an alarming trend it become s mandatory 
that the Nation' s  emer gency prepa redne s s  prog ram to insure supply 
of petroleum be improved without delay. 

Ove r the past yea r s ,  the Council ha s provided the Department of 
Inte rior with many outstanding studie s which have contributed dire ctly 
to prepa r edne s s  fo r a national eme r gency. The Council ' s  r e cent 
compr ehensive energy outlook study indicate s national policy options 
which will minimize dependence on impo rted petroleum ove r the long 
term. Howeve r, the study doe s not examine and evaluate alte rnative s ,  
pos s ible eme r gency actions and the r e sults of such a ctions in the event 
of a tempo rary denial or ma rked reduction in the volume of imported 
petroleum available to the Nation during the next few yea r s  ahead. 

The Council is  the refore reque sted to make a comprehens ive study and 
analy s i s  of po s s ible eme r gency supplements to or alternative s fo r 
imported oil, natural gas liquid s and products in the event of i11;te r ­
ruptions t o  current levels o f  imports o f  the s e  ene rgy supplie s .  Whe r e  
po s s ible , the r e s ults o f  eme r gency measures or actions that could 
be taken before or during an eme r gency under p r e s ent conditions should 
be quantified. Fo r the purpo s e  of thi s study only, a s sume that cur rent 
levels of petrole um imports to the United State s are r educed by denial 
of (a)  1 .  5 million barrels per day fo r a 6 0 �ay pe riod, and (b) 2. 0 
million bar rels per day fo r a 9 0 - day period. 

Of pa rticular inte r e st are supplements to normal dome stic supply su'?h 
a s :  the capability fo r eme r gency increa s e s  in production, proce s s i�g , 
transportation and related storage ; the ability to provide and maintain 
an eme r gency storage capability and invento rie s ;  inter fuel sub stitution 
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o r  c onve rtibility of prima ry fuel s  in the maj o r  fuel cons uming s e cto r s ;  

s id e  e ffects of abno rmal eme r g ency ope rations ; gains in s upply fr om 

va rying levels of curtailments , rationing and cons e rvation me a su r e s ;  

gains from tempo r a r y  r e laxation of environmental r e stri ction s ;  a s  

well a s  the constraint s , i f  a ny, imp o s e d  by defi cient support capa ­

bility if an ext r a o r dina ry d emand o c cu r s  fo r manpowe r ,  mate rial s ,  

a s s o ciated capital r e qui r ements and ope rating expens e s  d ue t o  eme r ­

gency me a s u r e s .  

Su ch s t udi e s  s hould b e  c ompleted a s  s o on a s  p r a cticable, with at 

le a s t  a p r e limina ry r e po rt p r e s ented to me by July 1 9 7 3 .  

Mr . H .  A .  T ru e ,  J r .  

Chai rman 

National Petr oleum C ouncil 

1 6 25 K S tr e et, N. W .  

Wa s hington, D .  C .  2 0 0 0 6  

S ince r ely your s ,  

Holli s  M o  Dole 

Assistant S e c r etary of the Interio r  
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United States Department of the Interior 
OFFICE OF THE SEC RETARY 

WASHINGTON, D.C.  20240 

In Re p ly Re fer to : 

MOG 

Dear Mr . True : 

In our l e t t er to you o f  Decemb er 5 ,  19 72 , we asked that the 
National Pe trol eum Council make a comp rehens ive s tudy and ana lys is 
o f  po s s ib l e  emergency supplements to o r  al ternatives for imported 
o i l , natura l gas l i quids and produc ts in the event of interrup­
t ions to current l evels of imports of the s e  energy s upp l i e s . We 
are p l eas ed that the Council has agreed to undertake this s tudy . 

Our reque s t  l e t te r s e t  out s evera l as sump t ions regard ing p e tro leum 
sup p ly l ev e l s  which we now b e l i eve require clarificat ion . Rather 
than a s s uming a reduct ion in p e t ro l eum imports to the United S ta t es 
o f  (a) 1 . 5 mi l l ion barre l s  per day fo r a 60- day perio d ,  and (b ) 2 . 0  
mi l l ion b arre l s  per day for a 9 0 -day period , i t  wou l d  b e  mar� us e ful 
to as sume a denial o f  ( a )  1 . 5 m i l l ion b arrels per day for 90 days , 
and ( b )  3 . 0  mi l l ion barre ls per day for a r· dod o f  6 months . It 
i s  anti cipated that the Commit tee wi l l  cons ider the current and 
predic ted mix b e twe en crude and p roduc t impo rts in determining 
the impact of the a s s umed denia l s . 

We wi sh to reaf firm that a pre l iminary report shoul d  b e  s ubmit t ed 
by Ju ly 1 9 7 3 . 

Mr . H .  A .  True , Jr . 
Chai rman 
Nat ional Pe tro l eum Counci l  
1625 K S t ree t ,  N .W .  
Washingto n ,  D .  C .  20006 
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S incerely yours , 

'�/J!� 
S e cre�o f  the Interior 





United States Department of the Interior 

I n  Rep l y  Re fe r To : 
EOG 

Dea r M r .  T r ue : 

OFFICE OF THE SECRETARY 

WASHINGTON, D.C.  20240 

OCT 2 6 1973 

O n e  o f  t h e  s cen a r i o s i n  t h e Nat i on a l  Pet ro l eum Coun c i l ' s Eme rgency 
P re p a red n e s s S t u d y  cons i de r s  a maj o r  i n t e r r u p t i on i n  fo re i g n o i l 
s u p p l i e s t o  t h e  U n i t e d  S t a t e s  a s  o f  J a n u a ry 1 ,  1 974 . 

Though t h i s  p h a s e  of you r S t u d y  i s  nea r i n g comp l e t i on ,  recen t  even t s  
h ave a d d e d  new u r gency t o  t h i s  s ce n a r i o . The re fo r e , I a s k  t h a t  you 
q u i c k l y d r aw toget he r t he wo r k  wh i ch you h ave a cc omp l i s hed reg a r d i ng 
a J a n u a r y 1 ,  1 974 s u p p l y  i n t e r r u p t i o n and s u bm i t i t  to the Dep a r tme n t  
o f  t he I n t e r i o r a t  t h e  ea r l i e s t  p o s s i b l e  d a t e .  

S i··r ce re 1 y you r s , 

f / � 11 t�- . .., ., 

-;:t-iit� . ._ a1 rr�-� . , .·. :�1 
As s i s t ant

. �ec J-e t a ry o f  t h e  l n te � o r  

M r .  H .  A .  T ru e ,  J r . 
C h a i rma n , Nat i o na l Pet ro l eum C o u nc i l 
1 6 25 K S t reet , N . W . , S u i t e 60 1 

Wa s h i ng t o n , D . C .  20006 
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App end ix B - -Comm i t t e e  Ro s te r s  

NAT I ONAL PETROLEUM C OUNC I L  
COMMI TTEE ON EME RGENCY P REPAREDNE S S  

C HAI RMAN 

C ar r o l  M. Benn e t t  
Chairman o f  t h e  Board 

C OCHA I RMAN 

S t ephen A. Wake f i e l d  

Texas P a c i fi c  O i l  C omp any , I nc. 
As s i s t ant S e c r e t ary for  Energy 

and Miner a l s  

V I CE C HA I RMAN 

M. A. Wr ight 
Cha irman of the Board 
Exxon C ompany , U.S.A. 

EX OFF I C I O  

H. A. True , Jr. 
P artne r 
True O i l  C omp any 

Or in E. Atk ins 
Cha irman o f  t he Board 
Ashland O i l , I nc. 

H. Br idg e s , P r e s ident 
She l l  O i l  C omp any 

B. R .  D o r s ey 
Chairman o f  the Board 
Gulf O i l  C o r p o r a t ion 

R i chard J .  G on z a l e z 
Hous ton , Texas  

B. D. G o od r i ch 
Cha irman of the Board 

U.S. D epartment o f  the I nter i o r  

SPEC I AL A S S I STANT T O  THE C HA I RMAN 

Harry Green , G ener a l  Manag e r  
Adm in i s t ra t ive Serv i c e s  
Texa s  P a c i f i c  O i l  Comp any , Inc. 

E X  O F F I C I O  

Rob e r t  G .  Dun l op 
C h a i rman o f  the Board 
Sun O i l  Comp any 

SECRE TARY 

V incent M. Brown 
Exe cut ive D i r e c t o r  
Nat i onal P e t ro l eum C ounc i l  

* * * 

John A. Kaneb , P r e s ident 
North e a s t  Pe trol eum I ndu s t r i e s , I nc. 

W. W. Ke e l e r , D ir e c to r  
P h i l l ips  P e t ro l eum C omp any 

Wi l l i am A .  Lo ckwo od 
Sen ior Vice  P r e s ident 
F i r s t  Na t i onal C i ty Bank of New York 

Haro l d  M. Mc C lure , Jr. 
P r e s ident 
McC lure O i l  C ompany 

C. B. McCoy 

T exas E a s t e rn Transmis s i on Corp. 
Cha irman of the Board 

and P r e s ident 
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E .  I .  duPont de Nemour s & 
C omp any , I nc. 



Mau r i c e  F. G r anv i l l e  
C h a i rman o f  the Board 
Texaco  Inc. 

Jake L. Hamon 
O i l and G a s  P r o duc e r  
Da l l a s , Texas  

E. C lyde Mc G r aw 
Cha i rman o f  the Board 
Trans cont inent a l  Gas P ipe 

L ine  Corp o r a t i on 

Tom B. Medde r s , Jr. 
P re s i dent 
I ndep endent P e t r o l eum A s s o c i a t i on 

o f  Amer i c a  

0 .  N .  M i l l e r  
Cha i rman o f  the B o a r d  
S t anda r d  O i l  C ompany o f  C a l i forn i a  

D. A. M c G e e  
Cha irman o f  the Board 
Kerr - Mc G e e  Corpora t i on 

Rob e r t  V. S e l l ers 
Cha i rman o f  the Board 
C i t i e s  Serv i c e  C omp any 

John E. Swear ingen 
Cha i rman of the Board 
S t andar d O i l  C ompany ( I nd i ana ) 

Rawl e igh Warne r ,  Jr. 
Cha irman of the Board 
Mob i l  O i l  C orporat i on 

C OORD I NAT I N G  SUBCOMMI TTEE 
OF THE 

NAT I ONAL PETROLEUM COUNC I L ' S  
COMM I TTEE ON EME RGENCY P RE PAREDNE S S  

C HA I RMAN 

Dr. J ame s S .  C r o s s  
D i r e c t o r , E conomi cs and 

I ndus try Affai r s  
C o rpo r ate  Deve l op ment 
Sun O i l  C omp any 

S E C RETARY 

Vincent M. B r own 
Exe cut ive D i r e c t o r  
N a t i onal  P e t r o l eum C ounc i l  

Th oma s H. Burb ank 
Vi c e  P r e s ident 
E d i s on E l e c t r i c  I ns t i tu t e  

Ke i th D o i g  
Vi c e  P re s i dent 
P l anning and E c onomi c s  
She l l  O i l  C omp any 

* * 
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COCHAI RMAN 

Duke R. Li gon , D i r e c tor  
U.S .  Office  o f  Oil  and G as 
D ep ar tment o f  the I n t e r i o r  

ALTE RNATE S E CRETARY 

And r ew Avramides 
Deputy D i re c tor  
Nat i onal  P e tro leum C oun c i l  

* 

C .  M .  Harr i s on 
Op e r a t i ons Manager 
He adquar t e r s  Produc t i on Dep t .  
Exxon Comp any , U.S.A. 

Kenne th E. Hi l l  
E xe cut i ve Vi c e  P re s i dent 
C o rp o r ate  Finance 
B lythe E as tman D i l l on & C o ., I nc .  



Theodore R .  E ck 
Chi e f  E c on omi s t  
S t andard O i l  C omp any ( I nd i an a )  

Harry G r e en 
Gene r a l  Man a g e r  
Admini s t r a t i ve S e rv i c e s  
Texas P ac i f i c  O i l  Comp any , I n c . 

S .  E .  W at t e r s on ,  J r . 
As s i s t ant  M anager 
E c onomi c s  D ep artment 
S t andard O i l  Comp any o f  

C a l i fo rn i a  

SUBCOMM I TTEE 
ON 

EMERGENCY PETROLEUM PRODUC T I ON 
OF THE 

NAT I ONAL PETROLEUM C OUNC I L ' S  
C OMM I TT E E  ON EMERGENCY P REPAREDNE SS 

CHAI RMAN 

C .  M .  Harr i s on 
Ope rat i on s  Manager  
Headquart e r s  P r o duc t i on Dept . 
Exxon Company , U . S . A .  

COCHA I RMAN 

J .  Roy Goode a r l e  
Deputy D ir e c t o r  
U . S .  O f f i c e  o f  O i l  and Gas 
Depa rtment o f  the I nt e r i o r  

Char l e s  M .  Al l e n  

* 

Exp lo r a t i on and P r o duc t i on Dept . 
Phi l l ip s  P e t r o l eum Comp any 

C o l l i s  P .  Chand l e r , Jr . 
P r e s ident 
Chand l e r  & A s s o c i at e s , I n c . 

G ene  F .  C l a r k e  
Pro duc i ng Department 
S outhea s t  Un i t e d  S t a t e s  
Texaco I n c . 

W .  A .  Dan i e l  
Re g i on a l  P l anning C o o rd inator 
Exp l o r a t i on and P r oduct i on 
Mob i l  O i l  Corpora t i on 

4 9  

* 

SECRETARY 

Mar s ha l l  W .  N i cho l s  
E c onom i c s  C o o rd inat or 
Nat i ona l P e t r o l eum Counc i l  

ASS I S TANT T O  THE CHAI RMAN 

D .  L .  Mc Lal l en 
Senior Pl anning Spe c i a l i s t  
Exxon Company , U . S . A .  

* 

Frank T .  L l oyd 
D i r e c t o r  o f  S p e c i a l  Pro j e c t s  
Re s ervo ir Eng in e e r ing Dep t . 
At l ant i c  Richf i e l d

.
Comp any 

Rex V .  Phe l p s  
V i c e  Pr e s ident 
P l ann ing and Pro j ec t s Dep t . 
War ren Petro l eum Comp any 

J .  W .  P owe r s  
Manager , Hydroc arbon Supp ly 
Tr an s c o  Ene r gy C ompany 

Wi l l i am S t oke s 
Sys t ems  Storage C o o rd inat o r  
Cons o l  Ga s S e rv i c e  Company 



T .  E .  Davi s ,  D i r e c tor 
Na tural  Gas & G a s  Produ c t s  Dept . 
Con t i n en t a l  Oi l Company 

Fl oyd R .  Duncan , Super v i s or 
P e t rol e um En g in e e r ing S e c t i on 
Produ c ing D e p a rtment 
Amoco Produc t i on Comp any 

Rob e r t  G .  Jone s 
D i r e c tor , I n du s try Affa i r s  
Marathon O i l  Comp any 

J .  R .  T e e l , Mana ger  
Re s e ar c h  & Techn i c a l  S e rv i c e  
Expl orat ion & Product ion De p t . 
S ke l l y  O i l  Comp any 

Mark Wh i t e 
Senior S t a f f  P l ann ing S p e c i a l i s t  
Explora t ion D iv i s ion 
Sun O i l  Company 

SUB C OMM I TT E E  
ON 

FUE L CONVE RT IB I L I T Y  AND USE CURTAI LMENT 
OF THE 

NAT I ONAL P ETROLEUM C OUN C I L ' S  
C OMM ITTEE ON EME RG ENCY PRE PARE DNES S 

CHA IIU·1AN 

Ke i th Doi g 
V i c e  P r e s ident 
P l ann ing and E c onom i c s  
She l l  O i l  Comp any 

AS S I STANT TO THE CHA I RMAN 

Ray Thomas s on 
Manager  of For e c a s ting 
She l l  Oil  C omp any 

C l aude  I .  A l l en 

* * 

Ma rket Re s e arch D e p artment 
Sta ndard O i l  C omp any of Cal i for n i a  

Rob e r t B .  Bos s ung 
Indu s t r i a l  & Con s ume r Bus ine s s  
Exxon Comp any , U . S . A .  

R .  B .  Fos t e r  
Manag er  of I n dus t ry P l anning 
Ins t i tu t e  of G a s  T e chnology 

Don a l d  G as p e r  
D i r e c tor of E conom i c  S tu d i e s  
Cons ol i d a t i on C oa l  C ompany 

s o  

C OCHA I RMAN 

Rob e r t E .  P l e t t  
As s i s tant D i r ec tor 
U . S .  O f f i c e  of O i l  and G a s 
D e p a r tment of the I n t e r ior 

S E C RE TARY 

V inc ent M .  Brown 
Execut ive D i r e c tor 
Na t i onal  P e t rol eum Coun c i l  

* 

Wa l te r  D .  Manz , Man ag e r  
Bus i n e s s  & Env i ronmen t a l  S tudies  
Mob i l  Oil  C orpor a t i on 

L .  F .  O ' Donne l l , Manage r 
P roj e c t  Deve l opment 
Advanced Power Sys tems 
G u l f G e n e r a l  Atom i c  Comp any 

Dr . C .  J .  Pot t e r  
C h a i rman of th e Board 
Roch e s te r  & P i t tsbu rgh C oal C o .  

J .  L .  Schenck 
E d i son E l e c tr i c  I n s t i t u t e  



Dr . Pau l  M .  Hau s e r  
Manag er , Techn i cal  D i v i s i on 
Purchas ing Dep a r tment 
E .  I .  duPont de Nemour s & 

Company , Inc . 

Jame s F .  Sho ok , Ch i e f  
Spe c i al P ro j e c ts Se c t i on 
The Asph a l t  Ins t i tute 

SUBCOMM I TTEE 
ON 

PETROLEUM LOG I ST I C S  
O F  THE 

NAT I O NAL PETROLEUM COUNC I L ' S  
COMMI TTEE ON EME RGENCY PRE PAREDNE S S  

CHAI RMAN 

S .  E .  Wat t e r s on , J r . 
As s i s tant Manager  
E conomi c s  Dep ar tment 
S t andard O i l  C omp any of C a l i forni a 

COCHAI RMAN 

D avi d R .  O liver  
As s i s t ant D i r e c t o r  
P r o grams and An a ly s i s  
U . S .  O f f i c e  o f  O i l  and Gas  
Department of  the  I n t e r i o r  

T .  K .  B at eman 
Supp ly & D i s t r ibut i o n  Dep t . 
Texaco I n c . 

S t ephen E .  B e r g e r ,  Manager  
Supp ly and D i s t ribut i on 
As h l and O i l , I n c . 

G len Burk , Manager  
Marine Op e r a t i ons 

* 

Un i on O i l  Comp any o f  C a l i f o rn i a  

* 

5 1  

SECRETARY 

Andrew Avr am i de s  
Deputy D i re c tor  
N at i on a l  P e tro l eum Counc i l  

AS S I STANT TO THE CHAI RMAN 

D .  J .  Mar s h a l l 
C o rp o r a t i on Comp t r o l l e r ' s  

An alyt i c a l  D i vi s i on 
S t andard O i l  Comp any o f  

C a l i f o rn i a  

* 

J .  A .  G r ave s 
As s i s t an t  Manager 
Supp ly Dep artment 
Exxon Comp any , U . S . A . 

Rob e r t  P .  L ennar t , Manag e r  
T r ans p o r t at i on P l ann ing 
Amoc o  O i l  Comp any 

Wi l l i am H .  McCu l l ough 
V i ce P r e s i dent 
P e t r o leum P r oduct s  
Texas E as t e rn T r ans mi s s i on C o rp . 





AUTHO R I T I E S  AND ACT I ONS  TO COP E 
W I TH THE CURRENT S I TUAT I ON 

ADM I N I S TRAT I VE AND L E GAL AUTHORI T I ES 

Summary 

Appendix C 

The P r e s i dent app e ar s to have adequa t e  autho r i ty und er the 
Economic Stab i l i z a t io n  Ac t Amendment s o f  1 9 7 3  to r e d i r e c t  ava i l ­
ab l e  p e tro l e um supp l i e s  in the Nat i o n ' s  p r i o r i ty inter e s t s , in ­
c luding c on s ume r r a t ioning . Thi s autho r i ty do e s  not  c ov e r  o ther  
mandat o ry use  cur t a i lment . Mandatory a l l o c a t ion r e gu l a t i ons for  
prop ane and �i ddl e d i s t i l l a t e s  have b e en p romu l g a t ea by t h e- Ener gy 
Po l i cy O f f i c e  under thi s  Ac t . 

F ed e r a l  autho r i ty i s  ava i l ab l e  und e r  the D e f en s e  P ro duc t i on 
Ac t o f  1 9 5 0  Vo luntary Agr eement P r ov i s i on s  for the P r e s i d ent t o  
c onsul t w i th repr e s ent a t ive s o f  indu s try and o ther groups to 
encourage the dev e l o pment of vo luntary a g r e ement s and p r o g r ams to 
fur ther the o b j e c t i ve s of the Ac t . The S e c r e tary of the I n t e r i o r  
ha s under th i s  Ac t r e c en t l y  a c t ivated  t h e  Fo r e i gn P e tro l eum Supp l y  
Comm i t t e e  and the Eme r g ency P e t r o l eum Sup p l y  Comm i t t ee . The 
Vo l untary Agr e ement autho r i z ing the p l an s  unde r  wh ich the s e  Com ­
m i t t e e s  func t i on app l i e s  only to eme r g enc i e s  in whi c h  depr iva t ion 
o f  petro l eum supply o ccur s in fr i endly f o r e i gn nat ions . A new 
and di f f e r en t  Vo luntary Agr eement wou l d  be ne c e s s ary fo r an indus ­
try adv i s ory group to addr e s s  dome s t i c  s up p l y  pro b l ems . 

Al s o  und e r  autho r i ty o f  the D e f en s e  P r o duc t i on Ac t o f  1 9 5 0  
and o t her s ta tut e s , the Eme rg ency P e t ro l eum and Gas Admin i s tr a t i on 
can be ac t iva ted  by the S e c r e t ary o f  the I nt e r i o r  to c o o r d ina t e  
and d i r e c t  t h e  o p e r a t i o n  o f  the p e tro l eum indus try i n  mob i li z ing 
the o i l  and g a s  r e s ourc e s  of the Un i t ed  S t a t e s . Exc e p t  in the 
c a s e  of an a t tack  upon the Uni t ed S t a t e s  when ac t ivation wou l d  b e  
automa t i c , the S e c r e tary c anno t  mob i l i z e the E PGA unt i l  a N a t i onal 
De fen s e  Eme rg ency i s  d e c l ar ed by the P r e s i dent or Congr e s s , 

Exc ep t  fo r o i l  r e s erves  under pub l ic  l ands and the Outer 
Cont inen t a l  She l f  c ontr o l l ed by the Fede r a l  Gove rnment , a l l  o i l  
and g a s  p r o duc t io n  i n  the Uni t ed S t a t e s  i s  under s tatutory author ­
i ty o f · th e  r e sp e c t ive s t a t e s . Produc t i on from N ava l P e tro l eum 
Re s e rve s i s  r e s t r i c t e d  b y  l aw to tho s e  s i tua t i ons when i t  i s  needed 
in the nat ional  de fense  and i s  approved by the P r e s ident and a 
j o int r e s o lu t i o n  o f  the Congr e s s . 

S t a tu t e s  o f  o i l - p r o duc i ng s t a t e s  f o rb i d  the produc t i on o f  any 
o i l or g a s  f i e l d  in an i ne f f i c i ent mann e r  or in a way tha t wou l d  
r educ e u l t imate  r ecovery . The r e fo r e , s t a t e  r e gu l a to r y  a g enc i e s  
c anno t l e g a l l y  a l l ow p ro du c t ion r a t e s  above curr ent ly e s tabl i s hed 
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max imum e f f i c i ent r a t e s  (ME R ' s ) unl e s s  the re i s  techn i c a l  evidenc e 
t o  s how that the f i e l d  MER ' s  on a f i e l d - by - f i e l d ba s i s  can b e  i n ­
c r e a s e d  i n  the s ho r t - t e rm w i thout a f fe c t 1ng u l t imate r e c overy . 

E c o nom i c  S t ab i l i z a t ion Ac t Amendmen t s  o f  1 9 7 3  

The E c o nomic S t ab i l i z a t ion Ac t Amendment s o f  1 9 7 3 , S e c t ion 
2 0 3 ( a )  ( 3 )  g ive the P r e s i dent autho r i ty : " . . .  for  the e s t ab l i s hment 
o f  p r i o r i t i e s  of u s e  and for a l l o c a t i on o f  supp l i e s  of pe t r o l eum 
p r o duc t s , inc l uding c rude o i l , in order  t o  me et  the e s s en t i a l  needs 
o f  va r io u s  s ec t ions  of t he Nat ion . "  

Ac t i on ha s a l r e ady been taken by the Ene r gy P o l i cy O f f i c e  for 
mand a t o ry a l l o c a t i on o f  pro p ane and m i d d l e  d i s t i l l a t e s  by s upp l iers  
t o  who l e s a l e r s . Pr i o r i ty u s e r s  we re s p e c i f ied  for propane , but a l l  
m i dd l e  d i s t i l l a te  u s e r s  wer e cons i d e r e d  e s s ent i a l . 

The b r o ad autho r i ty o f  the P r e s ident under the Ec onomic  S t a ­
b i l i z a t ion Ac t Amendment s o f  1 9 7 3  app e a r s  adequa t e  to ini t ia t e  
c o n s um e r  r a t ioning o f  any type o f  p e tro l eum produc t s . 

Energy cons e rv a t ion and u s e  cur t a i lment me asur e s  are  out s i de 
the P r e s ident ' s  ex i s t i ng p e ac e t ime autho r i ty ex cept for a g enc i e s 
i n  t he F ed e r a l  Ex e c u t ive Depar tment . Coope rat ion o f  s t a t e  and 
l o c a l  governments i s  e s s ent i a l  to a us e - cur t a i lment pro gram , such 
as h i g hway s p e e d  l im i t s  and outdo o r  l i ght ing . 

Vo l untary Agre ement s 

The Defen s e  P r o du c t i on Ac t o f  1 9 5 0  conta ined s p e c i f i c  t i t l e s  
autho r i z ing p r i o r i t i e s  and a l l o c a t i on s , requ i s i t ioning and c o n ­
demna t i o n ,  expans i o n  o f  produc t ive c apac i ty and supp ly , s tab i l i z a ­
t io n  o f  wa g e s  and p r i c e s , s e t t l ement o f  l abor d i sput e s , and con tro l 
o f  r e a l  e s ta t e  c r e d i t . The S e c t ion on genera l prov i s i o ns author ­
i z e d  the P r e s ident to consu l t w i t h  r epre s enta t ives  o f  indu s t ry and 
o t h e r  groups t o  enc ourage s u c h  p e r s o ns to deve l o p  vo l untary agr ee ­
men t s  and p r o g rams t o  fur t h e r  the o b j e c t ives o f  the Ac t .  Such 
a g r e em e n t s  and pro g r am s  we r e  r e qu i r e d  t o  be approved by the Pr e s i ­
dent a nd the Depa r tment o f  Ju s t i c e . The Ac t exemp t e d  c e r t a in 
a c t i o n s  taken pur suant to an autho r i z e d vo luntary agreement o r  
p r o g r am from the ant i t ru s t  l aw s  o r  the Federa l Trade Comm i s s ion 
Ac t o f  t he Up i t ed S ta t e s . 

The f i r s t  ' 'Vo l un t a ry Agre ement Re l a t ing to Fo r e i gn P e t ro l eum 
Sup p l y" wa s approved in 1 9 5 1  w i t h  1 9  o i l  compan i e s  p a r t i c i p a t ing . 
That Vo l untary Agr e ement e s ta b l i s he d  the p r o c e dure under whi c h  
p a r t i c i p a t ing compan i e s  coul d t a k e  c o o p e ra t ive ac t i o n  to p r event , 
e l im ina t e  o r  a l l ev i a t e  s ho r t a g e s  o f  pe t r o l eum supp l i e s  from f r i endly 
fo r e i gn n a t i o n s  whi c h  t hr e a t en the de fen s e  int e r e s ts or p r o g r ams 
o f  t he Uni t e d  S t a t e s . The p r o c edure p r e s c r ibed in the Vo l untary 
Ag r e ement inc l uded an eme r g ency p l an of a c t ion and e s tabl i s hed the 
Fo r e i g n  P e t r o l eum Sup p l y  Comm i t t e e  to a s s i s t  in carrying o ut the 
o b j e c t ive s of the Ag r e emen t . 
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The Vo l un tary Agr e ement has b e e n  amended s everal  t ime s , the 
mo s t  r e c ent b e ing in 1 9 6 7 . The eme rg ency prov i s i ons have been 
u s ed in thr e e  s er i ous ·  p e t ro l eum c r i s e s  ( 1 9 5 1 , 1 9 5 6  and 1 9 6 7 )  when 
interrup t ion o f  o i l supp l i e s  have o ccurred in one or mo re of the 
p r i n c i p a l  o i l - exp o r t ing na t i on s . 

I n  June o f  1 9 6 7 ,  a t  the t ime o f  the Arab - I s r a e l i c onfronta ­
t io n ,  the Fo r e i gn P e t r o l eum Sup p l y  Comm i t t e e  wa s convened and 
s ubcomm i t t e e s  e s tab l i s hed . A p l an of a c t i o n  wa s deve l op e d  wh ich 
p r ov i ded fo r the e s tab l i s hment of the Eme r g ency P e t r o l eum Supp l y  
Comm i t t e e . S chedu l e s  were deve l op e d  and approved but were no t 
u t i l i z e d  a s  the supp l y  s i tua t ion wa s ea s e d  by ind iv i dual company 
a c t ion . 

The Fo r e i gn P e t ro l eum Supp l y  Comm i t t e e  wa s c a l l ed into c l o s e d  
s e s s ion by  the S e c r e t ary o f  the I nt e r ior  on Oc t ob er 3 0 , 1 9 7 3 , t o  
a ddre s s  t h e  p r e s ent s i tua t ion . T h e  Emerg ency P e t r o l eum Supp ly 
Comm i t t e e  wa s a l s o ac t ivated by the Secre tary on Novemb e r  8 ,  1 9 7 3 . 

The Depar tment o f  Ju s t i c e  ha s po inted out that the Vo luntary 
Agr e ement Re l a t ing t o  Fo r e i gn P e t ro l eum Supply is very expl ic i t ly 
l im i t ed in s c o p e  b o t h  b y  i t s  t e rms and h i s to r ic a l  prac t i c e s  to 
emergenc i e s  in wh i c h  depr ivat ion of p e tro l eum sup p l y  o c cur s in 
f r i end l y  fore i gn na t i on s . F o r  the P r e s ident t o  u t i l i z e the 
Vo l untary Agre ement prov i s ions of the Defense P r o duc t ion Ac t to 
consul t wi th r e p r e s enta t iv e s  of indus try on dome s t i c o i l  supp ly 
prob l ems , an ent i r e l y  new and s eparate  Vo l untary Agr e ement wou l d  
have t o  b e  deve l o p e d  a n d  approved . 

The Emer g ency P e tro l eum and G a s  Adm in i s t rat ion 

The P r e s i dent p r omu l ga t e d  a N a t iona l P l an fo r Eme rg ency Pr e ­
paredne s s  in 1 9 6 4  under autho r i ty o f  the D e f ense Produc t i on Ac t 
o f  1 9 5 0 , the N a t i onal  S e cur i t y  Ac t o f  1 9 4 7 , the Federal  C i v i l  
Defens e Ac t o f  1 9 5 0 , and t h e  S t ra t eg i c  and C r i t i c a l  Ma t e r ial s 
S t o c kp i l ing Ac t . The p l an r e c o gn i z e s  that a fu tur e eme r g ency 
m i g ht rang e in s e r iousne s s  from interna t ional tens ion to l im i t e d  
c o nvent ional war fa r e  o r  even to a nuc l e ar a tt a c k . 

Chap t e r  1 0  o f  the Nat i onal P l an for Eme r g enc y P r epar edne s s  
ent i t l e d  " Fue l and Energy , " de a l s  w i t h  o i l  and gas , s o l i d fue l s  
and e l e c t r i c  powe r . I n  o i l and g a s , the mo s t  impor tant p l ann ing 
e f fort ha s gone into the e s tabl i shment , s ta ff ing and t r a i n ing o f  
the Emer g enc y P e t ro l eum and Ga s Admin i s trat ion ( E P GA) . The EPGA 
i s  a s t andby o r gan i z a t i o n  des igned to me e t  the need for an agency 
wh i c h  is r e ady and autho r i z ed to c o o rdina t e  and d ir e c t  the ope ra ­
t i on o f  the p e tr o l eum indus try in mob i l i z ing t he o i l  and g a s  
r e s our c e s  o f  the Un i t ed  S t a t e s  in t h e  event o f  a na t i onal emer ­
gency . 

Depending upon the s ever i ty ,  E P GA may b e  p ar t i a l l y o r  ful ly 
a c t iva t e d  by the S e c r e tary o f  the I n t e r i o r  upon dec l ar a t ion o f  a 
na t i onal defen s e  eme r g ency by the P r e s ident o r  the Congre s s . 
E P GA ' s  p r imary func t i on in a dec l ar e d  na t i ona l eme r g ency i s  to 
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a s s i st , c o o r d ina te  and d i r ec t , where  nec e s s a r y , a c t i v i t i e s  o f  the 
o i l  and g a s  indu s t ry , in o rd e r  to a s sure that dome s t i c  and f o r e i gn 
s upp l i e s  o f  o i l  and g a s  me e t  e s s ent i a l  m i l i tary and c iv i l i an r e ­
qui r ement s o f  the Nat ion and Al l i e s . Thi s  inc lud e s  formu l a t i on 
and c o o rd inat ion o f  o i l  and g a s  supp ly pro grams and a c t ing a s  
c l a imant fo r the o i l  and g a s  i ndu s try b e fo r e  o ther government 
a g enc i e s  t o  o b tain supp o r t ing r e s ourc e s . 

By  Execut ive Order 1 0 4 8 0  and D e fens e  Mob i l i z a t i o n  Order 
8 4 0 0 . 1 ,  t h e  S e c r e ta ry of  the I n t e r i o r  ha s the autho r i ty to imp o s e  
p r i or i t i e s and a l l o c a t ions  over p e t ro l eum and g a s  upon the d e c l ara ­
t i on o f  a n a t i onal eme rg ency .  Th i s  au tho r i t y  has b e en p r e d e l egated 
t o  E P GA . 

The E P GA ,  on a c t ivat i o n , would b e  an independent gove rnment 
ag ency headed by a Na t ional Admini s t r a tor  who wou l d  be the S e c r e ­
t a ry o f  t h e  I n t e r ior . Other  key po s i t ions wou l d  b e  f i l l e d  p r i ­
mar i l y  by  p e r s onnel drawn from the p e t ro l eum and ga s indus try who 
a r e  immed i a t e l y  ava i l ab l e  and t ra ined b e c au s e  they are memb e r s  o f  
t h e  P e t r o l eum and G a s  Uni t  o f  t h e  Nat ional De fens e Execut ive  Re ­
s e rve w i t h  s p e c i f i c  r e s pons i b i l i t i e s  in the E P GA . 

The E P GA canno t b e  a c t ivated by the S e c r e t ary o f  the I n t e r ior 
unl e s s  the r e  has b e en a dec l ar a t ion b y  the Congre s s  or  the Pre s i ­
dent o f  a Na t i onal De fens e Eme rgenc y . I f  the Un i t e d  S t a t e s  i s  
a t ta c ke d , a c t ivat ion wou l d  b e  automa t i c . 

The De fen s e  P roduc t i on A c t  o f  1 9 5 0  s ays : "The t e rm 
' Na t ional  D e f ens e ' means p r o grams for m i l i t ary and atomic ene r gy 
p r o duc t ion o r  con s t ruc t i on , m i l i tary a s s i s tanc e to any fo r e ign 
na t ion , s t o c kp i l ing and d i r e c t l y  r e l a t ed ac t iv i ty . "  I t  thu s 
app e a r s  tha t s inc e denial  o f  p e t ro l eum supp l i e s  wou l d  a ffec t 
m i l i tary pro grams , a s er i o u s  den i a l  could b e  cons idered  a s  a f f ec t ­
ing Na t i onal  Defen s e  and j u s t i fy the Pr e s i dent o r  the Cong r e s s  
dec l ar i ng a Na t ional De fens e Eme rgency wh i c h  wou l d  autho r i z e  
a c t iva t io n  o f  the E P GA . 

Naval  P e tro l eum Res erve s 

Naval P e t r o l eum Re s e rve  1 ( E l k  H i l l s  F i e l d )  l o c a t ed about 2 0  
m i l e s  w e s t o f  Baker s f i e l d , C a l i fo rn i a , i s  b y  far the l a rge s t  
p e t r o l eum r e s e rve in the Uni t e d  S t a t e s  from the s t andpo int o f  
sho r t - t erm add i t i onal produc t io n  po t ent i a l . Naval P e t r o l e um 
Re s e rv e s  a r e  c ontro l l ed and o p e r a t e d  by t h e  U . S .  Navy ' s  O f f ic e o f  
Naval P e tro l eum Re s erve s and unde r  ex i s t ing l aws c an only b e  
produc ed when " . . .  the S e c r e t a ry , wi th approval o f  the P r e s i dent , 
f ind s i t  i s  needed for  nat ional  d e f en s e  and the produc t i on i s  
autho r i z ed by a j o int r e s o l ut i o n  o f  Congr e s s . "  The pro duc t i on o f  
the r e s e rv e s  f o r  na t ional d e f e n s e  ha s b e e n  p e rm i t t e d  o nc e  b e f o r e  
when NPR- 1 w a s  autho r i z e d  to p r o du c e  6 5 , 0 0 0  b arr e l s  p e r  d a y  dur ­
i ng Wo r l d  War I I .  
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The  l aw h e r e i s  c l ear . Au tho r i ty to p r o du c e  N PR - 1 during 
t h e  p r e s ent emerg ency w i l l  r e qu i r e  a r e s o l u t i o n  o f  Congr e s s , 
approved by the P r e s ident . 

S t a t e  Autho r i ty f o r  O i l  and Gas  Produc t io n  

W i t h  t h e  exc ep t io n  o f  p r o duc t ion from f e d e r a l pub l i c l ands  and 
the Ou t e r  Cont i nent a l  She l f ,  al l o i l  and g a s  p r o duc t i on in the 
Un i t ed S t a t e s  i s  und e r  the au tho r i t y  o f  the r e s p e c t ive s t ate  laws . 
Th e r e fo r e , any add i t i o n a l  p r o duc t i on from f i e l d s no t und er fede r a l l y  
c o n t ro l l ed l an d s  mu s t  b e  i n  comp l iance w i t h  s t a t e  l aws . 

Some add i t ional  s h o r t - t e rm produc t ive c apac i ty may be  mad e 
ava i l abl e from f ive ma j o r  f i e l d s  i n  Texas and a numb er o f  other  
s c a t t e r ed sma l l e r f i e l d s . A l l  are now p r o duc ing a t  t h e i r  max imum 
e f f i c i en t  r a t e  a s  has  b e e n  d e termined by s t a t e  r e gu l a t o ry a g e nc i e s , 
b a s ed up o n  t e chni c a l  d a t a  o n  individual f i e l d s . The s e  max imum 
e f f i c i en t  r a t e s  (ME R ' s ) a r e  f o r  l ong - t e rm c o n t i nuous  p r o duc t i o n  
w i t hout r e s e rvo i r  dama g e . S t a t e  s t atu t e s  forb i d  the produc t i o n  o f  
a ny o i l  o r  g a s  f i e l d  i n  a n  ine ff ic i en t  manner o r  in  a way that 
wou l d  r educ e u l t im a t e  r e c o ve r y . The r e fo r e , s t a t e  r e gu l a t o ry 
a g e nc i e s , s u c h  as  the  Texas  Ra i l road Comm i s s i o n , c anno t l e ga l l y  
a l l ow p r o duc t io n  r a t e s  above MER . 

S inc e current f i e l d ME R ' s  are  for  sus t a i n e d  r a t e s , the s t a t e  
r e gul a t o ry ag enc i e s  c ou l d  make a t e c hn i c a l  d e t erminat i o n  o f  po s ­
s ib l e  s ho r t - t e rm h i gh e r  ME R ' s on  a f i e l d - by - f i e l d b a s i s  where  
the r e  i s  spare  p r o duc t i ve c apac i ty .  S e t t ing up  t emporary h i gher  
a l l owab l e s  s hou l d  b e  p e rm i s s i b l e  for this  pro c e du r e  under  the 
s t a t e  l aws . 

To  o b t a i n  th i s  p o t e n t i a l  add i t ional  p r o duc t i on f o r  the dur a ­
t io n  o f  the p r e s ent supp l y  emergency wi l l  r e qu i re the c o oper at ion 
of  t he s t a t e  r e gu l a t o ry a g enc i e s  in e s tab l i s hing t empo rary hi gher 
ME R ' s .  S inc·e o i l  p r o duc t io n  " a l l owab l e s "  a r e  no t mandatory p ro ­
duc ing r a t e s , pro duc e r s  i n  t he f i e l d s  invo l v e d  wou l d  have to 
vo l untar i l y  make what ever fac i l i ty add i t io n s  as are  nec e s s ary to 
p r o duc e at the h i g her  but t empo rary r a t e s . 

EXE CUT I VE ACT I ONS 

On No vemb e r  7 ,  1 9 7 3 , the P r e s i dent p r o po s e d to the Na t i on  
h i s  recommend a t ions  f o r  c oun t e r i ng the  dome s t i c energy c r i s i s . 
The Pr e s i dent o r d e r e d  t h e  fo l l owing a c t i o n s : 

• I ndu s t r i e s  wh i c h  cur r e n t l y  u s e  c o a l  wi l l  b e  prevented 
from c o nv e r t ing to oil i n  the immed i a t e  fu tur e . Power 
p l an t s  u s ing o i l wh i c h  are ab l e  to  c o nv e r t  to  coal wi l l  
b e  encour a g e d  t o  d o  s o . 

• Fue l  a l l o c a t i o n s  t o  c ommerc i a l  and o ther  j e t fue l  u s e r s  
wi l l  b e  r educ e d , l e a d ing to  s c h e dul e c han g e s  and a 1 0  
p er c e nt cutback  i n  t h e  numb er  o f  f l i gh t s . 

5 7  



• He a t i ng o i l  for home s ,  o ff i c e s  and o ther e s t ab l i s hment s 
wi l l  b e  reduc e d  app r o x ima t e l y  1 5  perc ent . 

• I n  add i t i on to  t he previ ous l y  o rdered 7 p e r c ent  reduc t i on 
in  the Federal  Gove rnment ' s  consump t i o n  of energy , fur ther 
s t eps  w i l l  be taken . Dayt ime t emp e r atur e s  in federal  
o f f i c e s  w i l l  b e  ma inta ined a t  6 5 - 6 8 ° .  I n  addi t i on , the 
5 0 0 , 0 0 0  federal vehic l e s  wi l l  be  o rd e r e d  to travel no 
fa s t e r  than 5 0  m i l e s  per ho ur , eme rgenc i e s  exc ep t e d . 

The Atomic Energy Commi s s ion wa s reque s t ed t o  s p e ed the 
l i c ens ing  and c ons truc t i on o f  nuc l e ar p l ants  in o rder  to  redu c e  
l e ad t ime s for  c o n s truc t ion f r o m  1 0  y e a r s  to 6 .  

The P r e s id ent d i r e c t ed Gove rno r John A .  Love , As s i s tant to 
the  P r e s i d ent for Energy , to wo rk c l o s e ly with Congr e s s  to deve l o p  
a n  eme r g ency energy a c t . The p ropo s e d  l e g i s l a t i o n  wo u l d  g r ant 
the execut ive b ranch the aut ho r i ty to : 

• Order a n  imme d i a t e  re turn to  dayl ight s avings  t ime ye a r ­
round 

• Re l ax env i r onmental  r e gu l a t i o ns on a t emp o rary , c a s e - by ­
c a s e b a s i s  

• Impo s e  s p e c i a l  energy c o n s e rvat ion measur e s , i . e . , r educ ­
t i on o f  c omme r c i a l  o p e r a t ing hour s 

• I nc r e a s e  the p ro duc t i o n o f  the Nava l P e tro l eum Re s e rves  

• Use the pro c e e d s  from the s a l e  o r  exchang e  of  the Navy ­
owned o i l  to fund fur ther d eve l opment and produc t io n  from 
E l k  Hi l l s , Cal i fo rn i a , and for exp l o r a t i o n  and proving 
the Naval P e t ro l eum Re s e rv e s  

• Re duc e h i g hway s p e e d  l im i t s  nat ionwid e . 

The P r e s ident a l s o  reque s t e d  tha t Governo rs  and May o r s  r e i n ­
f o r c e  h i s  a c t i o n s  on t h e  s ta t e  and l o c a l  l evel s .  

The fo l l owing ac t i ons  a r e  curr ent ly  be ing t aken by the 
Adm ini s t r a t i o n , p r ima r i l y und e r  the autho r i ty o f  the Econom ic  
S t ab i l i z a t i o n  Ac t of  1 9 7 0  and t h e  D e f e n s e  Pro duc t i on Ac t of  1 9 5 0 : 

• The P r e s ident d i r e c t e d the S e c r e t ary o f  Transpo r t a t ion to 
g ive p r i o r i ty to  grant app l i c a t ions  for  the purcha s e  o f  
bus e s  f o r  ma s s  t rans i t  und er  the autho r i ty o f  the F e d e r a l  
Aid H i ghway Ac t o f  1 9 7 3  a n d  the Urban Ma s s  Trans p o r t a t i on 
Ac t .  

• Th e O f f i c e  o f  Management and Budge t ha s b e en d i r e c t ed t o  
e s tabl i s h  a n  i n t e ra g e nc y  t a s k  fo r c e  to  mo n i t o r  the a l l o c a ­
t i on and rat i o n ing  p r o g r ams and deve l o p  p l ans  i n  ant i c i ­
p a t i o n  o f  a s ho r t a g e . 
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• The S e c r e t ary o f  the I n t e r i o r  has b e e n  d i r e c ted  to es tab ­
l i s h  a fue l  a l l oc a t i o n  admini s t rat i o n  t o  admini s t er a l l  
pro grams and t o  ac t ivate  the Eme r g ency P e t ro l eum Supp ly 
Comm i t t e e . 

• The e s tab l i s hment o f  a Na t i onal I ndus t r i a l  Energy Cons erva ­
t i on C ounc i l  has b e e n  d i r ec t ed o f  the S e c r e ta ry o f  
Comme r c e . 

o Governo r s  and Mayo r s  a r e  b e ing a s ked t o  d e t e rmine the 
supp l y / demand s i tu a t i o n  in the ir  a r e a s , deve l op programs 
to r educ e  energy c o nsump t ion , c oo rd in a t e  with federal  
a g enc i e s  that  a r e  a l l o c a t ing fue l . S t ep s r eque s t ed  of  
the  Governo r s  and Mayors  to  r e duc e g a s o l ine demand inc l ud e : 

• g r e a t e r  u s e  o f  ma s s  trans i t  and c a r  po o l s  

• 5 0  m i l e s - p er - hour s p e ed l im i t s  o n  h i ghways 

• s p e c i a l  bus l ane s 

• h i gher p a r k i ng tax e s  

• b l o c king o f f  c e r t a in s ec t o r s  t o  c a r s  w i t h  o n l y  one 
p a s s eng e r  

• p r e f e r en t i a l  parking for car p o o l s  

• s ta g g e r ing o f  wo rk ing hours i n  s ta t e  and l o c a l  
government s .  

• Cont ingency p l ans a r e  curren t l y  b e ing deve l op e d  whi ch i n ­
c lude p r o g r ams f o r  t h e  rat ioning o f  g a s o l ine . A propo s ed 
p l an to rat ion heat ing o i l  wi l l  b e  pub l i s hed in the 
F e d e r a l  Reg i s t er in mi d - D e c emb e r . 

• Admin i s trat ion l eg i s l a t ive propo s a l s  awa i t ing Congre s s ional 
ac t i on dur i ng this s e s s i on inc lude : 

• Al a s k a  P ip e l ine 

• Na tura l  G a s  Supp l y  Ac t 

• Mined Area P r o te c t i on Act 

• D e e pwa t er Po r t  Fac i l i t i e s  

• Energy R e s e a r c h  and Deve l opment Admin i s trat i on/ 
Na t ional Energy Comm i s s ion Reo rgan i z a t ion . 
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